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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


CPSU 12 JULY 1985 ECONOMIC MANAGEMENT DECREE DETAILED 
Moscow EKONOMICHESKAYA GAZETA in Russian No 32, Aug 85 pp 11-14 


[Party-government decree: "The Broad Applicatic: of New Management Methods 
and Their Increased Impact on the Acceleration of Scientific-Technical 
Progress" ] 


[Text] CPSU Central Committee and USSR Council of Ministers Decree 699 of 
12 July 1985 


The CPSU Central Committee and USSR Council of Ministers note that the 
economic experiment on broadening the rignts of industrial production 
associations (enterprises) in planning and economic activity and increasing 
their responsibility for the results of work has shown its viability and 
revealed big opportunities for an increase in production efficiency and output 
quality and an improvement in the results of the work of the labor 
collectives. 


The production associations (enterprises) of the ministries participating in 
the economic experiment overfulfilled in 1984 the set quotas for production 
volume, the growth of labor productivity and profits, a reduction in 
production costs and the manufacture of high-quality products. The entire 
production increase was achieved here without an increase and, in a number of 
cases, with a reduction in the number of workers. Fulfillment of product- 
supply commitments in accordance with contracts improved considerably. The 
labor collectives working well acquired broader opportunities for the 

material encouragement of their workers, the better satisfaction of the 
working people's accommodation, children's preschool establishment and pioneer 
camp requirements and for the solution of other social questions. The 
production development fund's role in retooling grew. Positive results are 
also being achieved by the production associations (enterprises) and ministries 
which were transferred to the new management conditions as of the start of 
1985. 


The practical introduction of the new management methods, which were put to the 
test in the course of the economic experiment, represents an important step on 
the way to the creation of an integral system of control of the national 

economy providing in organic unity for an improvement in planning, the increased 
efficacy of economic levers and stimuli and an improvement in the 

organizational structure of management. 





At the same time the CPSU Central Committee and USSR Council of Ministers 

note that the measures to improve management contained in the economic 
experiment are being implemented insufficiently efficiently. Ministries and 
departments and all-union industrial associations are being slow to reorganize 
the style and methods of work, which is frequently fettering the economic 
initiative of the labor collectives. 


Numerous indicators which are being established and reference indicators not 
envisaged by the terms of the experiment are being conveyed to the production 
associations (enterprises). 


The economic mechanism is not yet properly influencing the acceleration of 
scientific-technical progress and an increase in the production of high-quality 
products corresponding to modern scientific-technical achievements. Enterprises 
do not bear the necessary economic responsibility for the manufacture of 
obsolete products. 


The procedure of the use of the production development fund and the social- 
cultural measures and housing construction fund and also the system of 
encouraging the workers are in need of appreciable improvement. 


The CPSU Central Committee and USSR Council of Ministers resolves: 


For Increasing the Influence of the Economic Mechanism on the Acceleration of 
Scientific-Technical Progress 


1. To deem necessary a further improvement in the new management methods, 
primarily in the area of the increased influence of the economic mechanism 
on an acceleration of scientific-technical progress, an increase in product 
quality and the creaticn of the genuine interest in this of the labor 
collectives of the production associations (enterprises) and all co.ponents 
of the national economy, making active use of the possibilities of planning, 
stimulation, price-forming and other economic levers. 


2. That the USSR Gosplan, USSR ministries and departments and union republic 
councils of ministers proceed when preparing draft plans from the fact that 
indicators of the acceleration of scientific-technical progress should be an 
organic part of all sections of the state plan and become the basis thereof, 
the intention being to provide for the transition to fundamentally new 
technology and production engineering systems to achieve the highest production 
efficiency and retool all sectors of the national economy. 


3. That for the purpose of the timely preparation of production for the 
manufacture of products needed by the national economy and new highly efficient 
products the USSR Gosplan will convey to USSR ministries and departments and 
union republic councils of ministers preliminarily prior to 10 August of the 
year preceding that being planned the quotas for the production of products 

in physical terms and prior to 1 September the funds for material-technical 
resources per the general product range. 








To establish that the quotas for the manufacture of test models and the 
assimilation of the series production of basic types of new equipment will be 
incorporated in the production plan in physical terms. 


4. For fuller consideration of the work on creating new technology at the 
time of the evaluation of the end results of the economic activity of the 
production associations (enterprises) and for the purpose of their increased 
responsibility forand interest in the timely performance of this work to 
establish that as of 1986 the production associations (enterprises) will 
include in the volume of scld output the cost of the work on assimilating 
the new technology in production paid from the resources allocated them of 
the single science and technology development fund. Nonfulfillment of the 
quotas stipulated by the plan for the assimilation in production of the 
products of the new technology financed trom the said resources will be 
taken into consideration at the time of evaluition of fulfillment of the plan 
for output sales proceeding from supply commitments in accordance with 
concluded contracts (orders). 


5. That the USSR State Committee for Standards, USSR State Committee for 
Science and Technology and ministries and departments will adopt measures 

to improve work on product certification to ensure that certification become 
an effective lever of the control of scientific-technical progress and the 
basis for an objective evaluation of the technical ievel and quality of the 
manufactured products and for stimulation of their growth. 


To recognize the necessity for enhancing the role of the certification 
commissions in the evaluation of a product's technical level and quality and 
its conformity with the best world and national models. 


To strengthen the role of state and sectorial standards in the creation and 
series production of machinery, equipment, instruments, materials and other 
products corresponding in their technical-economic and operating indicators 
to the highest world achievements. 


That the USSR State Committee for Standards, USSR ministries and departments 
and the union republic councils of ministers will provide in the standards 
which are being elaborated for demands ensuring the most progressive technical 
and production engineering solutions and on the basis thereof orient the 
labor collectives toward the extensive use of promising materials and 
components and the achievement of high results in the work on raising products 
quality and reliability. 


6. For the increased influence of prices on the accelerated improvement of 
technology and the extended manufacture of highly efficient products to 
establish that for industrial engineering products corresponding to the 
top-quality category an addition, depending on their economic efficiency, to 
the wholesale price of up to 30 percent will be applied. The said extra 
charge will be maintained if upon subsequent certification the top quality 
category is again conferred on these products. 








For industrial engineering products ascribed upon certification to the first 
quality category a discount from the wholesale price in the first year of 

5 percent, in the second year ef 10 percent and in the third year of 15 percent 
will be applied. If at the second certification this product is not ascribed 
to the top quality category, it should be withdrawn from production. With the 
authorization of the USSR Gosplan and the USSR Gossnab its manufacture may 

be continued for up to 2 years with the application of a 30-percent discount. 


The sum total of discounts from wholesale prices will be channeled by the 
production association (enterprise)-manufacturers into the receipts of the 
corresponding budget, depending on the department to which the production 
association (enterprise) is subordinate, while the product will be planned 
and sold at prices without the application of discounts. 


To establish that resources up to 70 percent of the sum total of the 
discounts will be reimbursed from the material incentive fund. The said 
fund may be reduced by no more than 20 percent of its planned size here. 


Discounts from wholesale prices will not be applied to spares and kits 
manufactured for products which hav~ been withdrawn from production and also 
to products supplied for export. 


The procedure for the application of additions and discounts provided for 
by this decree will be introduced upon certification of the product as of 
1986. 


7. That ministries and departments and production associations (enterprises) 
will draw up and implement in the 12th Five-Year Plan additional measures to 
enhance the competitiveness on the external market of national products, 
primarily machinery, equipment, instruments and apparatus. 


Upon the supply for export for freely convertible currency of machinery, 
equipment, instruments and spares therefor (with effective exports of more 
than 1) to introduce as of 1986 for these products supplementary incentive 
additions to the wholesale prices of up to 20 percent. 


That the ministries manufacturing products supplied for export and also 
component products, raw material and intermediate items for these products 
will draw up and confirm in 1985 sectorial scientific-technical programs 
for an increase in the efficiency, technical level, quality and reliability 
of the exported products. 


8. For the purpose of the more rational use of foreign currency deductions 
for the supply of products for export that the production associations 
(enterprises) will channel the deductions they receive basically: 


into measures to perfect the production, improve the quality and enhance 
the competitiveness of the manufactured products; 





into the strengthening and development of the scientific-technical base of 
production, the improvement of technology and the acquisition of equipment 
and apparatus for the medical-hygiene units; and 


into the encouragemert of the production associations (enterprises) and 
related organizations engaged in the development and supply of the necessary 
component units and parts for export products. 


To prohibit the confiscation and restrictions in the use in the established 
procedure of currency deductions received by the production associations 
(enterprises) as a result of the supply of products for export. 


9. For extending the possibilities of the production associations (enterprises) 
operating under the new management conditions to grant the production 
association (enterprise) managers the right in the implementation of measures 
to replace fixed production capital from their own resources and bank credit 

to use with the consent of the labor collectives the production development 
funds: 


for the financing of expenditure on the retooling and also the modernization of 
operating enterprises and works; 


for expenditure on preparing for the manufacture of new equipment and 
introducing progressive production engineering processes; and 


for the implementation of measures to remove bottlenecks in the main and 
auxiliary production processes, expansion of the manufacture of consumer 
goods, the enhancement of product quality, the growth of labor productivity 
and a reduction in a product's prime costs. 


To authorize the production association (enterprise) managers to redistribute 
the resources of the production development fund and the single science and 
technology development fund allocated for their disposal between the said 
funds. 


10. To establish that the production development fund will be formed in 
accordance with norms stable for a 5-year period depending on the level vf use 
of the fixed production capital and the results of the economic activity of 
the production associations (enterprises). 


Production development fund resources may be accumulated by the production 
associations (enterprises) for implementing necessary measures in subsequent 
plan periods. The said resources arekept and used in bank establishments, 
which undertake the financing of capital construction. The temporarily 
available capital of this fund is used by the banks as resources for issuing 
credit for the retooling and modernization of production. 


To establish that for the use of the resources of production associations’ 
(enterprises') production development fund the bank will pay them interest. 


ll. That the USSR Stroybank and USSR Gosbank will grant the production 
associations (enterprises), given insufficient resources of the production 
development fund, credit within the limits of the plan of the long-term 
extension of credit: 


for plan-geared expenditure connected with the implementation of measures for 
retooling and modernization, on condition of the recoupment of the capital 
investments within the limits of the sector-average norms. That the bank 
credit will be paid off from the resources of the production development fund 
or from the profit remaining at the disposal of the production association 
(enterprise); and for the implementation of highly efficient measures for 
retooling (the need for which measures arises in the course of plan fulfillment) 
above the ceiling of state capital investments on condition of the recoupment 

of the expenditure (with regard for the specifics of the sector) within a 
period of up to 5 years. 


12. That the resources of the production development fund will be used by the 
production associations (enterprises) indepcndently. 


The production associations (enterprises) will draw up and confirm the plans 
for the retooling of production scheduled for realization thanks to the 
resources of the said fund. The plans for retooling will incorporate 
primarily measures which will ensure acceleration of the rate of replacement 

of obsolete production capital and the performance of operations in abridged 
periods of cime. The simple replacement of equipment in the guise of retooling 
must not be allowed here. 


The production associations (enterprises) will present the appropriate 
ministries (departments) with data on the amounts of capital investments (in 
construction-installation work included) in retooling and proposals concerning 
the amount of contract work necessary for its realization and also consolidated 
techaical-economic indicators characterizing their efficiency. 


The ministries will take account of the said capital investments in full as 
noncentralized and submit them together with the craft plans of centralized 
capital investments to the USSR Gosplan for consideration at the time of the 
preparation of draft plans. 


13. To establish that the planning-estimates documents and itemized lists for 
retooling performed thanks to the resources of the production development fund 
and credit will be drawn up by the production associations (enterprises) 
independently and confirmed by their managers. 


Given estimated costs of the measures envisaged by the plan for retooling for 
enterprises of heavy industry sectors of R4 million and more and for 
enterprises of other industrial sectors of R2.5 million and more, the 
ministries and departments will examine the retooling plans of production 
associations (enterprises), evaluate their quality, efficiency, timeliness and 
possibility of realization within the scheduled periods of time and also the 
conformity of the quotas envisaged therein to the general direction of the 
development of the sector (subsector, production process) and adopt the 
appropriate decisions. 


For the financing of retooling measures from the resources of the production 
development fund the production associations (enterprises) will present the 
bank establishments with an extract of the retooling plan for the planned year 
and confirmed estimates for individual types of work and expenditure and, if 
credit is obtained, in addition, calculations of the economic efficiency of the 
outlined measures. 











14. To enhance the role of the social-cultural measures and housing construction 
fund in tackling tasks of the social development of the labor collectives of the 
production associations (enterprises) operating under the new management 
conditions, bearing in mind that, as the necessary prerequisites are created, 

in the 12th Five-Year Plan the resources of this fund should become for 
operating production associations (enterprises) a principal source of the 
financing of the construction of apartment houses, children's establishments, 
dispensaries, pioneer camps and other nonproduction facilities. To establish 
that centralized sources of the financing of the construction of nonproduction 
facilities should be provided for in ministry and department plans to cater 

for the requirements of the labor collectives of newly commissioned and 
enlarged e:terprises and also for rendering individual enterprises and 
organizations assistance in the construction of these facilities. 


That the USSR Gosplan, USSR Ministry of Finance and USSR State Committee for 
Labor and Social Problems in conjunction with the AUCCTU and other 

interested departments will draw up and confirm within 3 months model 
regulations governing the procedure of the formation and use of the 
social-cultural measures and housing construction fund for the 12th Five-Year 
Plan, providing therein for recommendations to the labor collectives of the 
production associations (enterprises) for an increase in the proportion of 
the resources of this fund channeled into the construction of apartment 
houses and social and cultural-everyday facilities. 


The construction of nonproduction facilities carried out thanks to resources 
of the social-cultural measures and housing construction fund will be provided 
for within the ceilings of capital investments in the procedure determined 

by this decree in respect of the resources of the production development fund. 


That the ispolkoms of soviets of people's deputies will provide for the 

priority assignment of plots of land and the inclusion in the work plans of 
organizations under their jurisdiction of quotas for the design and construction 
of apartment houses and children's establishments realized from the resources 

of the production associations (enterprises). 


15. To establish that work on the retooling and modernization of operating 
production associations (enterprises) and for the construction of apartment 
houses and other nonproduction facilities from resources of the production 
development fund and the social-cultural measures and housing construction 
fund should be performed both under contract and by the direct-labor method. 


That the USSR Gosplan, union republic councils of ministers, construction 
ministries and client ministries and departments will at the time of the 
elaboraticn of draft plans of capital construction provide for the priority 
incorporation in them of work on the retooling and modernization of operating 
enterprises and also the construction of nonproduction facilities performed 
thanks to the resources of the social-cultural measures and housing 
construction fund. 


16. For the purpose of improving material-technical support for the measures 
implemented thanks to resources of the production development fund, the 
social-cultural measures and housing construction fund and bank credit to 
establish that the elaboration of material-technical supply plans by the USSR 








Gosplan, USSR Gossnab, USSR ministries and departments and union republic 
ministries and departments should begin with the priority examination and 
coverage in full of the need for material-technical resources of work on the 
retooling and modernization of operating enterprises and the construction of 
nonproduction facilities from the resources of these funds and bank credit. 
The proposals of USSR ministries and departments and union republic councils 
of ministers concerning the amounts of capital investments in new 
construction and catering for the need for equipment and other material 
resources for this construction should be examined only after satisfaction 
of the applications of the production associations (enterprises) for the said 
resources for the retooling and modernization of operating enterprises. 


17. To establish that as of 1987 material-technicai resources (excluding named 
and imported equipment) for work performed by the direct-labor method from 

the resources of the production development fund, the social-cultural measures 
ana housing construction fund and bank credit will be supplied directly by 

the territorial authorities of the USSR Gossnab to orders of the production 
associations (enterprises) in accordance with planning documents. 


That the USSR Gossnab will determine via its territorial authorities the said 
associations’ (enterprises') need for equipment and material resources for this 
work and will within the specified time submit the corresponding data to 

the USSR Gosplan. The USSR Gosplan will provide in the draft plans for the 
allocation to the USSR Gossnab of the material resources necessary for 
catering for this need. 


Material-technical resources for work performed under contract from the 
production associations’ (enterprises’) own resources and bank credit will be 
supplied in the procedure determined by paragraph 21 of CPSU Central Committee 
and USSR Council of Ministers decree 387 of 29 April 1984. 


That the union and autonomous republic councils of ministers and soviet ispolkoms 
will provide for the priority allocation to the production associations 
(enterprises) per their orders of local construction materials and products 

made from these materials for fulfillment of the said work from the 

associations’ (enterprises') own resources and bank credit. 


18. That the USSR Gosplan and USSR Gossnab will provide for the priority 
allocation to ministries and departments and the ministries and departments for 
the production associations (enterprises) under their jurisdiction of the 
necessary ceilings of capital investments, construction-installation and design 
work and also material-technical resources for work connected with the creation 
and assimilation of new equipment and technology. 


1¥. For the purpose of increasing the influence of the economic mechanism on 
the development of composite supplies of engineering products and their 
enhanced quality and technical level to establish that the production 
associations (enterprises) of ministries and departments manufacturing the 
equipment in conjunction with enterprises of the client ministries and 
departments and installation organizations will elaborate and confirm following 
coordination with the corresponding USSR Gossnab organizations the 





specifications for the supply of equipment, providing in them for the necessary 
compositeness, the volumes of check plant assembly a... trials and other supply 
conditions. The said specifications should be the basic document for the 
formation and elaboration of the physical output program for the corresponding 
period. 


That the USSR Gosplan and the USSR Gossnab in corjunction with USSR ministries 
and departments will upon elaborating the draft plans for 1986-1990 provide for 
an extension of the list of equipment to be supplied compositely. 


That the USSR Gosplar and USSR Gossnab will provide in the draft plans for the 
priority allocation to the ministries and departments whose production 
associations (enterprises) cater for the composite supply of equipment of funds 
for the material-technical resources necessary for the manufacture of this 


equipment. 


That the ministries and departments will distribute the said funds among these 
production associations (enterprises). 


20. For an increase in the responsibility of suppliers for the timely fulfillment 
of contractual composite-supply commitments to establish that: 


for a delay and shortfall in the supply of equipment, products and materials 
which are a part of composite supply the supplier will pay a penalty of 

5 percent of the cost of the composite production line, installation or unit 
to the head enterprise (organization) responsible for the composite supply, 
but not more than a sun total of resources equal to 20 percent of the planned 
profit of the production associations (enterprises) which have breached the 
specified supply times; 


given the composite supply cf equipment in accordance with the concluded 
contracts and agreed specifications, the client will pay the supplier an 
addition to the wholesale prices of 5 percent of the cost of the composite 
equipment. The sum totals of the said additions will be distributed by the 
head supplier of the composite equipment among the other production 
associations (enterprises) proportionate to the cost of the component 
products which they supplied. The said resources will be used by the 
production associations (enterprises) in the same procedure as the additions 
to the wholesale price for product efficiency and quality. 


21. For the purpose of increasing the dependence of the workers’ material 
stimulation on the end results of the work of the labor collectives in 
respect of an increase in the manufacture of highly efficient industrial 
engineering products and high-quality consumer goods in accordance with public 
demand: 


a) to authorize industrial production associations (enterprises) operating 
under the new management conditions: 


to create as of 1986-1987 a single material incentive fund formed from the 
resources of the material incentive fund and other resources intended for the 
payment of bonuses in accordance with current legislation, besides the bonuses 
paid from the wage fund and bonuses provided for by paragraph 9 of CPSU 
Central Committee and USSR Council of Ministers decree 211 of 15 March 1977. 
The actual amount of the resources of the single material incentive fund per 
areas of its use will be determined by the labor collectives. To 


9 





channel a considerable proportion of the fund's resources into the stimulation 
of work on the acceleration of scientific-technical progress, an increase in 
the quality of the products and the manufacture of products on a mcdern 
technical level; 


to establish following coordination with trade enterprises (organizations) 
in the procedure stipulated for the determination of contractual prices the 
wholesale and retail prices for particularly fashionable products, the first 
experimental samples of commodities or small consignments manufactured at 
the time of the assimilation of new equipment or the assimilation of new 
production engineering processes, commodities made from industrial waste and 
also for waste products transferred to the trade network for sale; 


to sell on a commission basis consumer goods withdrawn from production at prices 
agreed with the consumers. The level of prices on such products here must 

not be less than 50 percent of their established retail prices. To relate the 
difference between the established retail prices and the prices at which the 
said products are actually sold to the results of the economic activity of the 
production associations (enterprises), without a change in plan indicators 

and mutual relations with the budget; 


b) to oblige the ministries and departments taking part in the production of 
consumer goods to determine more strictly and justifiably the amount of the 
deductions into the material incentive fund of the production associations 
(enterprises) under their jurisdiction for the manufacture of new commodities 
of improved quality with the "N" index, proceeding from the laboriousness, 
complexity and volume of production of specific types of products. 


To authorize the production associations (enterprises) to transfer to related 
enterprises for the additional material stimulation of the labor collectives 
up to 5 percent of the resources obtained for the manufacture of new products 
of improved quality with the "N" index. 


In the event here of the accumulation of such commodities in the trade 
organizations (enterprises) in connection with a lack of demand for them the 
addition to the retail prices of the said commodities is canceled by the 
price-forming authorities upon a submission of the trade organizations. 


22. For the purpose of an increase in the responsibility of the production 
associations (enterprises) for the quality of the products supplied to the 

client to establish that as of 1986 expenditure on the rectification of defects 
detected by the client in the supplied product will be reimbursed thanks to 

a reduction in the material incentive fund of the supplier-production association 
(enterprise). 


In the event of products being returned to the production associations 
(enterprises) on account of their low quality deductions into the material 
incentive fund will be reduced up to 5 percent for each percentile of the 
returned substandard product in the total production of the product. Outlays 
on the rectification of defects and fines for low product quality may not 
exceed 20 percent of the amount of the planned material incentive fund of the 
supplier-production associations (enterprises). 


10 








23. For an intensification of the influence of financial levers on the 
achievement by the production associations (enterprises) of high results 

in economic activity to introduce in the form of an experiment as of 1986 
for production associations (enterprises) of the Belorussian SSR Ministry of 
Light Industry payments into the budget from profits per norms stable for the 
12th Five-Year Plan. 


That the USSR Ministry of Light Industry following coordination with the USSR 
Ministry of Finance and the USSR Gosplan wil! elaborate and confirm 
said norms prior to 1 October 1985. 


24. That the ministries and departments and production associations 
(enterprises) will step up work on the extension of intraproduction cost 
accounting ensuring the orientation of all association (enterprise) 

subdivisions toward the active introduction in production of scientific-technical 
achievements and progressive experience, an improvement in work quality, fuller 
satisfaction of the public need for the product being produced and an increase 

in production efficiency. Extend the practice of the creation of consolidated 
composite financially autonomous brigades with the workers being paid per the 
end results of the brigade's work. 


25. For the purpose of the increased interest of the industrial production 
association (enterprise) management workers in the growth of the technical 
level and an increase in the quality of the manufactured product and consumer 
goods: 


a) to pay the managewent workers bonuses per the year's results in respect of 
the following indicators and in the following amounts: 


for the fulfillment of product supplies in accordance with concluded contracts 
up to two salaries for the position held; 


for fulfillment of the established plan summary indicators of scientific- 
technical progress and the quotas for a rise in the technical level of 

production, replacement of the range of products and an improvement in the quality 
of the manufactured product, the introduction of modern production engineering 
processes, an increase in labor productivity and an improvement in the use of 
material-technical resources and for obtaining savings from the introduction in 
production of achievements of science and technology up to two salaries for 

the position held. 


Each of the said bonuses is paid irrespective of fulfillment of other bonus- 
payment indicators; 


b) to determine that in the course of a year bonuses per the special systems 
(up to 24 salaries for the position) provided for by CPSU Central Committee 
and USSR Council of Ministers decree 211 of 15 March 1977 will be paid only 
for the creation and introduction of new equipment and technology and the 
supply of products for export, for the development, assimilation and supply 

of general technology products and for the commissioning of production 
capacity and construction projects. That simultaneously with the plan for 

the coming year the ministries and departments will confirm for the production 


ll 








associations (enterprises) a list of specific quotas for the creation and 
introduction of new equipment and technology, the manufacture of products 

for export and the development, assimilation and supply of general technology 
products and for the commissioning of production capacity and construction 
projects and also determine the amount of the bonuses for the management 
workers of these associations (enterprises) for the fulfillment of these 
quotas. 


26. To grant USSR ministries and department leaders and union republic 
councils of ministers following coordination with the USSR State Committee 
for Standards the right to pay management workers and engineering-technical 
personnel of industrial production associations (enterprises) additions to 
the salaries for the position of up to 20 percent (over and above the 
established additions thanks to economies in respect of the wage fund) for a 
period of a year within the limits of the planned wage fund for the ministry 
(department) as a whole for ensuring a substantial proportion of products 
corresponding to world achievements, an appreciable expansion of the export 
of products and a rise in the technical level of production. 


27. To establish in the plans for industrial ministries and production 
associations (enterprises) operating under the new management conditions 
normative ratios between the increase in the average wage and the increase in 
labor productivity in the procedure provided for by USSR Council of Ministers 
decreee 862 of 1 September 1983. 


For the Further Application of the New Management Methods 


28. For the purpose of the more extensive introduction in practice of the 
system of measures for broadening the rights of the production associations 
(enterprises) in planning and economic activity and for increasing their 
responsibility for the end results of work which justified itself in the 
course of the economic experiment to extend as of 1986 to the production 
associations (enterprises) of ministries and departments according to Appendix 
1 the new management conditions with regard for the provisions stipulated by 
this decree. 


For the opportune preparation for the transition to the new management conditions 
that the USSR ministries and departments to whose production associations 
(enterprises), in accordance with this decree, these conditions extend and 

also the union republic councils of ministers (in respect of local industry and 
consumer services) elaborate and convey to the production associations 
(enterprises) ahead of time the control figures, norms and limits necessary for 
the preparation of draft plans and, following coordination with the USSR 

Gosplan, USSR Ministry of Finance, USSR State Committee for Labor and Social 
Problems, USSR Gossnab, USSR Central Statistical Adrinistration and the 

AUCCTU, procedural and normative documents. 


29. To transfer as of 1 January 1986 to the new management conditions: 
all production associations (enterprises) of the USSR Ministry of Nonferrous 


Metallurgy, USSR Ministry of Chemical Industry, USSR Ministry of Mineral 
Fertilizer Production, USSR Ministry of Shipbuilding Industry, USSR Ministry 
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of Communications Equipment Industry, USSR Ministry of Fish Industry (union 
jurisdiction), USSR Ministry of Medical Industry, the USSR State Committee 

for Publishing Houses, Printing Plants and Book Trade (union jurisdiction), 
the Belorussian SSR State Committee for Publishing Houses, Printing Plants and 
Book Trade, the BSSR Ministry of Construction Materials Industry, the BSSR 
Ministry of Timber and Wood-Processing Industry, the BSSR Ministry of Fuel 
Industry and the BSSR Ministry of Fruit and Vegetable Industry; 


transport enterprises of the RSFSR Ministry of River Fleet, the BSSR Ministry 
of Motor Transport, the Kazakh SSR Ministry of Motor Transport, the Georgian 
SSR Ministry of Motor Transport, the Latvian SSR Ministry of Motor Transport 
and Highways and the Moscow Gorispolkom Glavmosavtotrans and also 
communications enterprises under the jurisdiction of the USSR Ministry of 
Communications (union jurisdiction) and the union republic ministries of 
communications; 


individual production associations (enterprises) and organizations of the USSR 
Ministry of Petroleum Refining and Petrochemical Industry, USSR Ministry of 
Coal Industry, USSR Ministry of Timber, Pulp and Paper and Wood-Processing 
Industry, USSR Ministry of Ferrous Metallurgy, RSFSR Ministry of Fruit and 
Vegetable Industry, RSFSR Ministry of Railways, RSFSR Ministry of Maritime 
Fleet and RSFSR Ministry of Motor Transport. The list of production 
associations (enterprises) transferred to the new management conditions will 
be determined by the corresponding ministries following coordination with 

the Commission for General Leadership of the Economic Experiment. 


That the USSR ministries and departments and union republic councils of 
ministers whose production associations (enterprises) will be transferred in 
accordance with this decree to the new management conditions will prepare 

and submit following coordination with the Commission for General Leadership of 
the Economic Experiment within a period of 2 months to the USSR Council of 
Ministers draft USSR Government decrees on these questions. 


30. For ensuring realization of the rights granted the production associations 
(enterprises) in planning and economic activity to prohibit USSR ministries 

and departments and union republic councils of ministers as of the plan for 
1986 conveying as being established to the production associations (enterprises) 
under their jurisdiction indicators not provided for by the new management 
conditions introduced in accordance with the USSR Government decisions and 

to prevent a limitation of their rights, undue regulation and petty tutelage. 

To consider it obligatory that all management authorities communicate to the 
production associations (enterprises) at the time of the elaboration of the 
draft plan only the reference indicators which are necessary for the balancing 
and linkage of its different sections. 
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They should report on the course of the work of the production associations 
(enterprises) and fulfillment of the set plans to the higher management 
authorities and other organizations only in respect of indicators and within 
times coordinated with the USSR Central Statistical Administration and the 
USSR Ministry of Finance. 


31. To establish as the specified time for the completion of the transfer 
to the new management conditions of associations and enterprises of other 
sectors of industry 1 January 1987. That the corresponding USSR ministries 
and departments provide in 1985-1986 for the preparation of the necessary 
procedural and other normative documents. 


32. That the USSR Gosplan, USSR State Committee for Labo: and Social Problems 
and the USSR Ministry of Justice in conjunction with the ministries and 
departments concerned prepare and submit within 4 months to the USSR Council 

of Ministers proposals concerning the changes to be made to current legislation. 


33. That the Commission for General Leadership of the Economic Experiment in 
conjunction with the USSR ministries and departments concerned examine and 
submit in the fourth quarter of this year proposals on the development of 
the forms of wholesale trade in producer goods and an improvement on this 
basis of financially autonomous relations in the work of the USSR Gossnab 
authorities. 


34. To instruct the USSR Gosplan to organize the training of management 
personnel of the ministries, associations and enterprises which as of 1986 
will switch to the new management conditions. 


35. That the USSRministries and departments will draw up and confirm the 
legislative instruments in accordance with Appendix 2. 


That the union republic CP central committees, kraykoms, obkoms, gorkoms and 
raykoms and soviet, economic-planning, trade union and Komsomol 

organizations will step up organizing and political work aimed at the active 
introduction in practice of the new forms and methods of management and 

regard this work as a most important field of their activity. Introduce 

cost accounting everywhere and persistently improve the entire set of 
questions of production management. On this basis increase the responsibility 
and interest of the labor collectives in the end results of work, an 
acceleration of scientific-technical progress and the manufacture of products 
on a modern technical level and of high quality. 


Appendix 1 to CPSU Central Committee and USSR Council of Ministers decree 
669 of 12 July 1985 


List of Ministries and Departments to Whose Production Associations 
(Enterprises) the New Management Conditions Will Extend as of 1986 


The ministries to whose production associations (enterprises) the management 


conditions envisaged by USSR Council of Ministers decree 1021 of October 
1984 will extend are: 
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Ministry of Automotive Industry 
Ministry of Machine Building for Animal Husbandry and Fodder Production 
Ministry of Construction, Road and Municipal Machine Building 


Ministry of Machine Building for Light and Food Industry and Household 
Appliances 


Ministries at whose production associations (enterprises) the management 
conditions envisaged by USSR Council of Ministers decree 1024 of 1 October 1984 
will extend are: 


USSR Ministry of Light Industry (production associations and enterprises of 
union jurisdiction) 

RSFSR Ministry of Light industry 

RSFSR Ministry of Textile Industry 
Ukrainian SSR Ministry of Light Industry 
Uzbek SSR Ministry of Light Industry 
Kazakh SSR Ministry of Light Industry 
Georgian SSR Ministry of Light Industry 
Azerbaijan SSR Ministry of Light Industry 
AzSSR Ministry of Cotton-Cleaning Industry 
Kirghiz SSR Ministry of Light Industry 
Tajik SSR Ministry of Light Industry 

TaSSR Ministry of Cotton-Cleaning Industry 
Turkmen SSR Ministry of Light Industry 
TuSSR Ministry of Cotton-Cleaning Industry 


Ministries and departments to whose production associations (enterprises) 
the management conditions envisaged by USSR Council of Ministers decree 
1022 of 1 October 1944 will extend are: 


USSR Ministry of Food Industry (production associations and enterprises of 
unon jurisdiction) 

RSFSR Ministry of Food Industry 

Uzbek SSR Ministry of Food Industry 

KaSSR Ministry of Food Industry 

GSSR Ministry of Food Industry 

GSSR State Committee for Tea Industry 

Lithuanian SSR Ministry of Food Industry 

Moldavian SSR Agrarian-Industrial Association for Tobacco 

KiSSR Ministry of Food Industry 

TaSSR Ministry of Foou Industry 

Armenian SSR Ministry of Food Industry 

TuSSR Ministry of Food Industry 

USSR Ministry of Meat and Dairy Industry (production associations and 
enterprises of union jurisdiction) 

RSFSR Ministry of Meat and Dairy Industry 

UkSSR Ministry of Meat and Dairy Industry 

KaSSR Ministry of Meat and Dairy Industry 
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GSSR Ministry of Meat and Dairy Industry 

AzSSR Ministry of Meat and Dairy Industry 

LiSSR Ministry of Meat and Dairy Industry 

MSSR Ministry of Meat and Dairy Industry 

LaSSR Ministry of Meat and Dairy Industry 

KiSSR Ministry of Meat and Dairy Industry 

TaSSR Ministry of Meat and Dairy Industry 

ArSSR Ministry of Meat and Dairy Industry 

TuSSR Ministry of Meat and Dairy Industry 
Estonian SSR Ministry of Meat and Dairy Industry 


Ministries and departments to whose production associations (enterprises) 
the management conditions envisaged by USSR Council of Ministers decree 1023 
of 1 October 1984 will extend are: 


UkSSR Main Administration for Fish Industry of Inland Waters 
BSSR Council of Ministers Fish Industry Administration 
UzSSR State Committee for Fish Industry 

KaSSR Ministry of Fish Industry 

AzSSR Council of Ministers Fish Industry Administration 
LiSSR Council of Ministers Fish Industry Administration 
MSSR Council of Ministers Fish Industry Administration 
LaSSR Council of Ministers Fish Industry Administration 
KiSSR Fish Industry Administration 

TaSSR Council of Ministers Fish Industry Administration 
ArSSR State Committee for Fish Industry 

TuSSR Council of Ministers Administration for Fish Industry of Inland Waters 
ESSR Council of Ministers Fish Industry Administration 


Ministries to whose production associations (enterprises) the management 
conditions envisaged by USSR Council of Ministwrs decree 1044 of 8 October 
1984 will extend are: 


RSFSR Ministry of Local Industry 
UkSSR Ministry of Local Industry 
BSSR Ministry of Local Industry 

UzSSR Ministry of Local Industry 
KaSSR Ministry of Local Industry 
GSSR Miristry of Local Industry 

AzSSR Ministry of Local Industry 
MSSR Ministry of Local Industry 

LaSSR Ministry of Local Industry 
KiSSR Ministry of Local Industry 
TaSSR Ministry of Local Industry 
ArSSR Ministry of Local Industry 
TuSSR Ministry of Local Industry 
ESSR Ministry of Local Industry 
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Ministries to whose production associations (enterprises) the management 
conditions envisaged by USSR Council of Ministers 1043 of 8 October 1984 will 


extend are: 


RSFSR Ministry of Consumer Service* 
UkSSR Ministry of Consumer Service 
UzSSR Ministry of Consumer Service 
KaSSR Ministry of Consumer Service 
GSSR Ministry of Consumer Service 
AzSSR Ministry of Consumer Service 
MSSR Ministry of Consumer Service 
KiSSR Ministry of Consumer Service 
TaSSR Ministry of Consumer Service 
ArSSR Ministry of Consumer Service 
TuSSR Ministry of Consumer Service 


Appendix 2 to CPSU Central Committee and USSR Council of Ministers decree 


699 of 12 July 1985 


List of Legislative Instruments To Be Drawn Up and Confirmed 


Basic provisions pertaining to 
wholesale prices for products to be 
withdrawn from production 


List of equipment to be supplied 
compositely in the 12th Five-Year 
Plan 


Regulations governing the procedure 
of stimulation and the application 
of fines for the fulfillment of 
contractual commitments pertaining 
to the composite supply of equipment 
and materials 


Regulations governing the procedure 
of the planning and economic 
stimulation of supplies of 
products for export 





By Time 


USSR State Committee for 

Prices, USSR Gosplan, USSR 
Ministry of Finance, USSR 

Central Statistical Administration 
USSR State Committee for 


Standards, AUCCTU 3 months 
USSR Gossnab, USSR Gosplan 

with the participation of 

the ministries and department 
concerned 3 months 


USSR Gossnab, USSR Gosplan, 
USSR State Commitee for Prices, 
USSR Ministry of Finance, USSR 


State Arbitration Committee 3 months 


USSR Gosplan, USSR Ministry of 
Foreign Trade, USSR State 
Committee for Foreign Economic 
Relations, USSR Ministry of 
Finance, USSR State Committee 
for Prices, USSR State 
Committee for Labor and 


Social Problems 3 months 


* Transition to the new management conditions will be carried out in 


stages as of 1 July 1985. 
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Regulations governing the rights and 
responsibility of the state 
certification commissions for the 
certification of industrial 
products per quality category 


Model regulations governing 
thre intraproduction cost 
accounting of the production 
associations (enterprises) 


Basic provisions pertaining to the 
payment of bonuses to workers of 
production associations 
(enterprises) for the basic 
results of economic activity 
and achievements in scientific- 
technical progress (in a year 
and for the results of the year) 


8850 
CsO: 1820/228 


USSR State Committee for 
Standards, USSR Stite Committee 
for Science and Technology, USSR 
Gosstroy, USSR Gosplan, USSR 
State Committee for Labor and 
Social Problems, USSR State 
Committee for Prices, USSR 
Ministry of Justice 3 months 
USSR Gosplan, USSR Ministry 

of Finance, USSR State Committee 

for Labor and Social Problems, 
USSR Central Statistical 
Administration, USSR Academy 
of Sciences, AUCCTU 3 months 
USSR State Committee for Labor 

and Social Problems, USSR State 
Committee for Science and 

Technology, USSR Gosplan, 

AUCCTU 


3 months 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT JPRS-UEA-85-033 
10 September 1985 


SHORTER LEAD TIMES FOR ENTERPRISE COMMISSIONING SOUGHT 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 5, May 85 pp 57-64 


[Article by I. Arbuzov, USSR Gosplan department chief, and I. Kozhevnikov, 
Planning and Standards Scientific Research Institute senior scientific assoc- 
iate: “Accelerating the Assimilation of Enterprises Being Commissioned -- 
An Important Factor in Intensif-ing Production"] 


[Text] The successful solution of the tasks, which have been posed by the 
Communist Party in expanding the national economy and in insuring a further 
growth in the Soviet people's prosperity, dependson accelerating the economy's 
shift to an intensive path of development, using the country's production 
potential more fully and expending all types of resources more economically. 


More than 200 new large industrial enterprises and installations are commis- 
sioned each year in our country. A large number of existing enterprises are 
expanded and reconstructed. The timely and complete assimilation of newly 
commissioned, expanded and reconstructed enterprises (installations) is one of 
the main directions in intensifying production and in increasing its effective- 
ness. 


“Jjork was concluded in 1984 on reviewing the norms for assimilating design 
capacities and the main technical and economic indicators; more precise 
standards have been approved for 37 branches in industry and the national 
economy (the 10 May 1984 USSR Gosplan decree). This is permitting the planning 
of the complete assimilation of design indicators to be assured. Under the 
complete assimilation of a commissioned enterprise (installation), we have in 
mind its achievement not only of the design volume of product output (design 
capacity) but also the main economic indicators -- labor productivity, product 
costs and profitability. It is only under the conditions of timely and complete 
assimilation that the national economy can achieve the planned volumes of pro- 
duct output, national income and the planned levels of social labor producti~ity 
from the expended capital investments, That is why a scientifically sound 
setting of norms is necessary not only for the technical but also the economic 
assimilation of commissioned enterprises and installations, 


Progressive collectives are achieving design technical and economic indicators 
successfully. Reporting data testify that approximately 40 percent of the 
commissioned industrial enterprises and installations have mastered their design 








capacities on time or ahead of time. The actual duration of the mastery of 
design capacities was significantly lower than the norm in these enterprises. 


Positive experience in this matter exists in all branches of industry. The 
complex for the production of ethylene and propylene in the Salavatnefteorgsin- 
tez Association achieved its design capacity eight months earlier than the 
standard time; and the LK-6U combined assembly in the Nazheykskiy Refinery 

-- in four and a half months (instead of the standard six). The installation 
for producing synthetic ammonia in the Grodno Production Association imeni 

S. 0.Pritytskiy, the Novomoskovsk Azot Production Association, Nikolayev 
Alumina Plant, underway complexes in the Volga Motor Vehicle Plant imeni the 
50th Anniversary of the USSR, Kovrov Earth Moving Equipment Plant, a bearing 
plant (Vologda), and the capacities for producing staple yarn in the Kobrin 
Spinning and Weaving Factory of the USSR Ministry of Light Industry assimilated 
their design capacities ahead of time. For the first time in the practices 

of our nuclear energy building program, the fourth power-generating unit of 

the Kol‘skiy Nuclear Power Plant reached its design capacity practically simul- 
taneously with the signing of the act on its acceptance for operation. The 
high quality with which the construction and assembly work was performed and 
the accurate interaction of the cooperating partners were primarily the reason 
for this success. The unit was accepted for operation with excellent quality 
and a complete priority complex provided with all of the necessary resources 
for uninterrupted operation. The work to assimilate the design capacities of 
the power-generating unit was shifted to the start-up, adjustment and integrat- 
ed equipment testing stage, i.e., before the signing of the act on accepting 
the installation. 


At the same time, the commissioning of a large number of enterprises and 
installations is taking place with retreats from the standard periods for 
assimilating design capacities. The actual length of assimilation is two- 
three years or more at some of them. This is explained by their insufficient 
preparation for operation because of incompleteness; failure to mate commis- 
sioned capacities; the absence or shortage of raw materials, materials, power 
sources, and qualified personnel; errors in design; defects in the equipment 
supplied by the machinebuilders; unsatisfactory organization of production 

and uperation of equipment, i.e., those factors which should not be considered 
when establishing norms. As a result, a situation was created in which a 
rupture arose in industry between the progressive norms for the length of 
assinilation of commissioned enterprises and the level] of organizing their 
preparation for assimilation and the assimilation process itself. 


The construction norms and rules (SNiP Sh-3-81), which have been established 

by the USSR Gosstroy, forbid the acceptance for operation of installations 

that have not been prepared for work. Nevertheless, the practice of state 
commissions accepting industrial projects with imperfections still continues. 
Thus, 23 industrial enterprises (projects) commissioned in 12 ministries, which 
were accepted in December 1982, did not produce any products during the first 
quarter of 1983. The next year, there were 29 enterprises (installations) 

which were accepted for operation in December but which did not produce products 
during the first quarter of 1984, They belonged to 14 ministries: the Ministry 
of the Chemical Industry, Ministry of the Electrical Equipment Industry, 
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Ministry of Mineral Fertilizer Production, USSR Ministry of the Petroleum 
Refining and Petrochemical Industry, USSR Ministry of Ferrous Metallurgy, 
Ministry of the Automotive Industry, USSR Ministry of the Food Industry, etc. 
Additional measures, which are aimed at improving the work of state commissions 
in accepting new enterprises and installations for operation and at increas- 
ing the responsibility of ministries, departments and republic and local 
bodies of authority for their work are required. 


Because of the untimely assimilation and low usage level of the capacities 
that have been commissioned in new industrial enterprises and projects, the 
national economy annually fails to receive products totalling more than 15 
billion rubles. This causes a disproportion in the development of allied 
plants in industry and other branches. With the elimination of the short- 
comings in the operation of the capacities of new industrial enterprises 

and projects, the rate of growth in the output of industrial products can be 
significantly increased without additional capital investments, 


Shortages of raw material and materials have the largest percentage among the 
reasons for the slow assimilation and low usage level of the capacities of 
new industrial enterprises and projects. This situation is primarily taking 
shape because of the constant disruptions in the plans for commissioning new, 
expanded and reconstructed enterprises (projects) -- the suppliers of many 
important types of raw material, materials, equipment, and replenishment items, 
Not only the elimination of shortcomings in the organization and planning of 
capital construction but also the realization of the special measures, which 
have been directed toward eliminating bottlenecks and disproportions and 
toward improving the balance between intra-branch and inter-branch proportions 
and which were developed by enterprises and ministries in accordance with 

the decision of the December 1983 CPSU’ Central Committee Plenum, have import- 
ant significance in solving this prob/.em. 


Supply bodies, in turn, should deliver equipment, pipes, fittings, cabling, 
etc. to the projects under construction in exact accordance with the establish- 
ed schedules for completing the construction and assembly work. In our view, 
it is necessary to reject the practice of supplying construction sites with 
equipment and component parts only during the year that the projects are being 
commissioned. In a number of cases this delays the periods for completing 
construction and leads to rush work and waste. The application of norms for 
using production capacities in planning will contribute to improving capital 
construction plans and eliminating interruptions in the supplying of enter- 
prises with raw material and materials. The methodology for forming such 
norms should be developed in the branches in the very near future based on the 
methodolegical recommendations that have been prepared by the USSR Gosplan's 
Planning and Norms Scientific Research Institute. 





» 
PRAVDA, 14 January 1985. 
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The supplying of commissioned enterprises and projects with skilled personnel 
in accordance with established organizational tables and servicing norms and 
the elimination cf shortcomings in organizing pro<uction and operating equip- 
ment are a large reserve for accelerating the assimilation of design capacities. 
Its use depends a great deal on the activity of the enterprises, associations 
and ministries. Where the necessary attention is devoted to timely staffing 
and training of personnel and to the creation of normal social and living 
conditions for the workers, the assimilation of design capacities usually 
proceeds in accordance with established norms and ahead of time,and short- 
comings in organizing production and the operation of equipment are reduced to 
a minimum. The successful assimilation of the design capacities in the Grodno 
Azot Production Association in the Ministry of Mineral Fertilizer Production 
and in the Grodno Khimvolokno Production Association in the Ministry of the 
Chemical Industry can serve as an example. Here, questions concerning the 
organization of the selection and training of personnel for the works and 
projects being commissioned were constantly under management's observation. 
Even before the acceptance of the main production installations by the state 
commission, professional technical schools were organized and housing and 
hostels for servicing personnel were constructed in these associations. After 
their studies in the professional and technical school, it was a widespread 
practice for the workers in the main trades to engage in on-the-job training 
in advanced related enterprises of the branch. As a result, the design capac- 
ities were assimilated ahead of time despite the well known difficulties in 
supplying certain types of raw materials and materials. 


The weakening of attention on these questions usually leads to disruptions in 
the planned periods for assimilating design capacities. The plastics plant 

in Stavropol (Ministry of the Chemical Industry) is one of the largest enter- 
prises in the branch. It is equipped with new modern equipment and was accept- 
ed for operation in December 1980. There was, however, no in-house training 
base for training workers at that time. The commissioning of a professional 
technical school was provided by an order of the ministry only in 1984. The 
construction of the school was not completed on time, however, that is why 
production training was conducted in the shops and at the work sites and 
theoretical training in plant premises that had been temporarily adapted to 
this purpose. Moreover, the opportunities for training personnel in related 
enterprises was not used sufficiently in the training of personnel. This-- 
along with a shortage of housing (the result of the housing construction plan's 
failure) and the failure to fulfill the plans for commissioning social and 
living projects) an evening technical school, polyclinic, hospital, club, 
hotel, etc.)-- caused personnel turnover (18-20 percent). As a result of all 
of these reasons and of the failure to perform all of the work in constructing 
the plant and of a shortage of spare parts for the equipment, the design 
capacities of the enterprise were not assimilated during 1981-1985. The 
national economy failed to receive a large amount of ethylene, propylene, 

high density polyethylene, and benzene (the overall total was several hundred 
million rubles) during the first four years of the current five-year plan 
considering the duration norm for assimilating capacities. 
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Design organizations do not have the necessary material responsibility for the 
quality of the projects being completed and for the assimilation of the enter- 
prises (insta‘lations), which have been designed by them, within the prescrib- 
ed norm period. In connection with this, the improvement of the pre-design 
documentation, especially the technical ana economic construction substantia- 
tion for large-scale and complex enterprises and structures (and when necess- 
ary, for other installations), which must be developed beginning in 1985, has 
important significance. The quality of the design, and, consequently, the 
results of the work of the enterprise (installation) constructed will depend 
to a significant degree on the thoroughness and quality with which pre-design 
work is carried out. 


When evaluating the activity of design organizations, the indicator for the 
volume of finished works is in first place at the present time under the 
condition of fulfilling the subject plan for design and research work. It is 
not always possible to determine the actual quality of the design during the 
examination stage and even during the process of constructing the enterprise. 
In order to increase the material responsibility of designers for the quality 
of their designs and estimates and for the acceleration of the commissioning 
of enterprises (installations) a procedure, according to which the design 
organization receives an advance from the client in an amount equal to apprux- 
imately 70-80 percent of the cost of the work performed when the documentation 
is handed over; and the remaining amount is paid after the complete and 
integrated assimilation of the project, should be tried as an experiment. It 
seems advisable to make upfor temporarily missing assets, which are required 
to cover current expenses, through bank credits; and the awarding of bonuses 
in increased amounts for the completed design should be done only when there 
are no errors and failures to complete the work,after the project achieves 
the main technical and economic design irdicators within the prescribed period. 


In our view, it is necessary toeszrmark an independent section in designs -- 
"The Organization of Preparations for Assimilating and the Assimilation of 
Design Capacities, Labor Productivity Indicators and Production Cost Within 

the Norm Period"-- and reflect this in the USSR Gosstroy instructions "On 

the Composition and Procedure for Developing, Coordinating and Approving Design 
and Estimate Documentation for the Construction of Enterprises, Buildings 

and Structures”, having defined it more precisely in accordance with the 
measures for improving design and estimate work that have been approved by 

the CPSU Central Committee Politburo, in order to work in a more detailed 
manner on the technical and organizational questions concerning assimilation, 
The initial level of assimilating the design capacities of the project being 
commissioned should be defined in this section of the draft, taking into 
account data for similar or related enterprises (projects), which have success- 
fully assimilated design capacities, and the requirements in the methodological 
statute for determining the duration norms for mastering the design capacitics 
and economic indicators of the industrial enterprises and projects being 
commissioned, which have been approved by the USSR Gosplan (1979). A list 

and the duration of the operations and measures to achieve the design capaci- 
ties,labor productivity and production costs within the standard period are 
cited here in the prescribed format. The substantiation of the operations 
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being performed and their duration should be contained in an explanatory note 
attached to the section. A line or network graph of their completion is compil- 
ed based on the list and duration of the operations and measures to assimilate 
the design capacities and economic indicators. 


Shorter assimilation norm periods -- as compared to existing ones -- can be 
established in the design based on improvements in equipment, technology, the 
organization of production, and the assimilation process itself. In doing this, 
the ministry or department should submit a proposal on decreasing the existing 
duration norms for mastering design capacities and economic indicators for this 
enterprise or project in accordance with the 10 May 1984 USSR Gosplan decree. 


A large reserve for increasing production efficiency lies in the accelerated 
achievement of the design level for the economic indicators of the enterprises 
or projects being commissioned. The absence until 1984 of approved assimilation 
norms for these indicators led to the fact that enterprises anc ministries 
planned labor productivity and production costs based on the production condi- 
tions that had taken shape and without a sufficiently sound reference point. 

The planned periods for achieving them usually exceeded the norm and actual 
periods for assimilating design capacities. As a result, the national economy 
suffered losses because of the over-expenditure of material, fuel and energy 
resources and the irrational use of manpower. 


During the first three years of the current five-year plan, almost 60 percent 
of the commissioned enterprises (projects), for whom the duration norms for 
assimilating design capacities had expired, had actual production costs greater 
than the planned ones. This led to an annual over-expenditure of several 
billion rubles in production costs. In this regard, quite a few valuable types 
of raw materials, materials and fuel and energy resources were over-expended 

as upposed to the norm, During the same time, savings in costs, which were 
measured in hundreds of millions of rubles a year, were obtained in 40 percent 
of the commissioned projects. 


The simultaneous or close in time assimilation of design capacities and the 

main economic indicators is being assured in progressive enterprises. The large 
installations for producing synthetic ammonia in the Cherepovets Nitric Fertiliz- 
er Plant and in the Novgorod Azot Production Association imeni the 50th Anniver- 
sary of Great October, of carbamit -- in the Novomoskovsk Azot Production Assoc- 
iation, of dimethlterephthalate in the Mogilev Khimvolokno Production Association 
imeni V. I. Lenia, caprolactam in the Chirchik Elektrokhimprom Production Assoc- 
iation, of sulphuric acid and ammophos in the Fosforit Production Association 
(city of Kingisepp), etc., reached the design level for capacity and product 
cost practically simultaneously. The designed level of labor productivity has 
been assured in more than 80 percent of the commissioned industrial projects. 
This points to the real opportunities for the complex assimilation of the 
commissioned projects. 





A necessary pre-condition for the arrival of an enterprise at the designed eco- 
nomic indicator levels is the complete assimilation of its design capacities. 
According to the methodological statutes that have been approved by the USSR 
Gosplan, this is characterized by the achievement of assembly, unit, set «nd 








machine operating parameters that have been provided for by designs and tech- 
nical regulations; by the acquisition and strengthening of the servicing 
personnel's steady skills in operating the equipment; and by the achieving of 
the smooth and uninterrupted operation of the commissioned enterprise. These 
factors are also the determining ones for achieving the design economic indica- 
tors. The unity of the norm assimilation periods of design capacities and 
economic indicators for the commissioned enterprise flows from this. In addi- 
tion, a more accurate determination of the design value of the economic indica- 
tors when raising the responsibility of the designers for the quality of their 
designs will contribute to the elemination of discrepancies in the assimila- 
tion periods for design capacities and economic indicators that exist in 
practice. 


The duration norms and the standard assimilation levels for design capacities 
and economic indicators, which have been approved by the USSR Gosplan, are 

an important means for regulating and accelerating the commissioning of enter- 
prises (projects). In order for norms to fulfill their incentive function, 
they must be progressive and be defined on the basis of a scientifically sound 
methodology. 


USSR Gosplan approves the norms for assimilating capacities once every five 
years and they have been in effect in industry since 1969. Prior to 1984, 
similar norms for economic indicators did not exist. 


In accordance with the system for progressive technical and economic norms and 
standards, a general review of the norms for assimilating design capacities 

was conducted in 1983 by USSR ministries and departments and their scientific 
research organizations with the participation of USSR Gosplan departments during 
the methodological direction and the participation of the USSR Gosplan's Planning 
and Norms Scientific Research Institute. At the same time, duration norms and 
the norm levels for assimilating the main economic indicators -- labor product- 
ivity and production costs -- were established for the first time in planning 
practices. All told, 1,010 duration norms for assimilating design capacity 
levels and approximately 2000 for labor productivity and production costs were 
reviewed and approved again. 


The initial proposals, which were offered by the USSR ministries and departments, 
Suggested a decrease in the duration of mastering design capacities and economic 
indicators for only 22 percent of the overall number of norms; it was envisaged 
that there would even be somewhat of an increase for certain enterprises (proj- 
ects). The remaining norms were left at their former level without any sufficient- 
ly calculated substantiation. A number of ministries, including the Ministry of 
the Gas Industry, USSR Ministry of Power and Electrification, USSR Ministry of 
Ferrous Metallurgy, USSR Ministry of the Coal Industry, Ministry of Heavy and 
Transport Machine Building, and USSR Ministry of Industrial Construction, did 

not submit proposals to decrease the existing norms. The USSR Ministry of 
Ferrous Metallury, USSR Ministry of Nonferrous Metallurgy, USSR Ministry of the 
Construction Materials Industry, Ministry of Machine Building for Light and Food 
Industry and Household Appliances, and the USSR Ministry of the Food Industry 
even suggested increasing the average duration for mastering design capacities. 
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After an examination of these proposals in the Planning and Norms Scientific 
Research Institute and in the departments of USSR Gosplan by the USSR Gosplan 
Commission for accepting norms, norms were accepted and approved by a USSR 
Gosplan decree. The duration of assimilation was decreased for the greater 
part of them. In this regard, the norm duration for assimilating design 
capacities and economic indicators was decreased from 11.6 to 10 months on the 
average for industry (approximately by 14 percent). 


As a result of the review of the norms, the standard production volumes of 
products during the first year of operation of commissioned enterprises increas- 
ed by 8.1 percent in 35 industrial branches, and they also increased during 

the second year. Calculations show that the assimilation of enterprises 
(projects) in accordance with the new norms permitsthe national economy to 
receive additional industrial products totalling more than one billion rubles 

a year. Moreover, significant savings in material, labor and financial resources 
will be received because of the accelerated achievement of the design levels of 
production costs and labor productivity. 





As the experience acquired in reviewing the norms has shown, certain USSR 
ministries and departments (despite the methodological statute on determining 
norms and regulating factors which must be considered when setting norms) have 
projected increased duration norms for assimilating capacities and economic 
indicators. This is justified by the fact that the majority of enterprises do 
not arrive at their design capacities within the periods established by the 
norms because of the mentioned factors which should not be considered when 
establishing norms. In connection with this, it is necessary to point out that 
the duration norm for mastering a commissioned enterprise (installation) 
performs a definite role -- it fixes the maximum permissjble time required for 
mastering production technologies, achieving the smooth operation of the enter- 
prise and the acquiring and strengthening of steadfast skills in operating the 
equipment in the servicing personnel. Our own and foreign experience in 
operating new enterprises testifies to this. The norm cannot and should not 
include existing shortcomings in the organization of preparations for mastery 
and of the process itself of mastering the enterprises of the projects. 


The improvement of the way estimates are made of the norms and norm levels for 
mastering the designed capacity levels and the main economic indicators is 
oriented at the present time toward the concrete definition of methods to 
determine norms for enterprises (projects) with a long product manufacturing 
cycle; construction using complete imported equipment; the fixation of the 
time to complete the assimilation of the design capacities and economic indicat- 
ors; the writing off of expenditures to assimilate the commissioned enterprise 
(project) as production costs. 


When establishing norms for mastering the design capacity and economic indicators, 
it is important to consider the changes which take place from the time the 

design for constructing the enterprise (project) is approved to its commissioning 
(in several cases, this time is measured in several years). During this period 
the initial data and conditions, which were accepted by the designers in calcula- 
ting the size of the capacity and economic indicators, and consequently the 
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indicators themselves can change. The way to resolve this problem lies in the 
10 May 1984 USSR Gosplan decree which says that when there are changes in the 
list and variety of products, costs, tariffs and other indicators in comparison 
with the design ones, the general design organization develops proposals for 
introducing changes in design capacities and the technical and economic indicat- 
ors of the enterprises, projects, their priority complexes or phases, which 

are being commissioned, before submitting the installations for acceptance by 

the state acceptance commissions. 


In order to strengthen the material interest of all investment cycle partici- 
pants in accelerating the creation and mastery of new, expanded and reconstruct- 
ed enterprises and project, it is necessary to develop and introduce into 
practice amodel statute on awarding bonuses for assimilating the design 
capacities and economic indicators on time or ahead of time, directly linking 
the size of the bonus to the economic effect from accelerating the complete 
assimilation of the projects being commissioned, instead of the temporary 

bonus system in effect for individual industrial branches. 


A collection of duration norms for mastering the design capacities and economic 
indicators of commissioned enterprises and projects, which have been approved 
by the USSR Gosplan, and the methodological instructions for determining these 
norms will be published in a mass circulation edition during the first half of 
1985 by the Ekonomika Publishing House for their practical use by workers in 
the central planning bodies, ministries and departments of the USSR; union 
republic gosplans; scientific research institutes; design organizations; 
production associations; and enterprises. 


The work to analyze the assimilation, review and establish norms has shown that 
significant reserves exist in enterprises and the branches of industry and the 
national economy to accelerate the assimilation of design capacities and 
economic indicators by improving the organization of the preparations of the 
enterprise and projects for assimilation and improving the assimilation process 
itself. On this basis, conditions for decreasing norm and actual periods for 
assimilating design capacities and economic indicators can be assured in all 
branches of industry and the national economy. This will lead to a substantial 
improvement in the use of the country's production potential. 


COPYRIGHT: Izdatelstvo "Ekonomika", "Planovoye Khozyaystvo" ,1985 
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PLANNERS PONDER CAPITAL INVESTMENT EFFICIENCY THEORY 
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May-Jun 85 pp 62-68 


(Article by A.V. Klimenko: "On the Application of the Capital Investment 
Efficiency Theory in Planning"] 


(Text] This article examines the premises of the theory of the 
efficiency of capital investments and their correspondence to the 
real processes taking place in our country's economy. Proposals 
are made on the directions of development in planning the 
efficiency of using capital investments. 


An important task of contemporary planning is converting the economy to an 
intensive path of development. In this connection it is difficult to 
overevaluate the significance of the theory of social production efficiency 
and its important component part -- the theory of capital investment 
efficiency. The efficiency of the proposed methodical approaches, the 
orientation of economic thought, and ultimately the quality of the plans and 
the results of management are determined by the degree of their development. 


Capital investments are the most flexible, economically-ccntrollable type of 
the production resources which to a substantial degree insure economic growth. 
At the present time capital investments are directed to an ever-increasing 
degree to replace limited labor resources and increasingly expensive natural 
resources, which is accompanied by a decline in their efficiency. All this 
emphasizes the need to create conditions for more rational use of capital 
investments and, above all, improve the methods of their planning. The 
resolution of this problem should be carried out in close relationship with 
the study of existing production relations, economic interests, and the system 
of ownership, since only such a comprehensive approach can guarantee the 
efficiency of the recommendations being proposed. 


Soviet economists have worked out the bases of the theory of efficient 
planning of capital investments: they have interpreted the efficiency norm of 
capital investments in the socialist economy, proven the need for a 
comprehensive approach to selecting the variants of capital construction, and 
taken major steps on the path of introducing the theory in management 
practice. However, certain theoretically correct propositions applied in an 
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actual situation contradict economic sense, while recommendations adopted in 
practice have no theoretical explanation. As T.S. Khachaturov justifiably 
notes, "Many methods of measuring efficiency have been adequately worked up 
and are well known from scientific and educational literature and used in 
practice, though not always effectively" [8]. 


Contemporary methodologies of planning the efficiency of capital investments 
differ substantially from one another; this undoubtedly disorients the 
Planners. It would seem that the methodology which more fully reflects the 
proposition of the theory of capital investment efficiency is also the better 
one. Nonetheless, there are a number of fundamental, and among them 
practical, objections to this [2,7]. This compels us to turn once again to 
examining the fundamental propositions of the theory of efficiency. 


The following propositions are axiomatic for the most widespread theory of 
capital investment efficiency: 


-- a uniform criterion of the efficiency of socialist production 
exists objectively at all levels of the economy; 


-- the volume of production resources, among them capital 
investments, is limited in each given interval of time; 


-- free distribution of resources among different variants of their 
use is possible and fairly extensive interchangeability of 
resources exists; 


-- freezing investments in one of the long-term variants is 
equivalent to underusing them in an encompassing [zamykayushchiy] 
variant. 


All these propositions are fundamentally important. Thus, the internal unity 
of the criterion of efficiency makes it possible to view various economic 
measures from a general, national economic viewpoint. The result of capital 
investments in this case proves to be qualitatively comparable at all levels 
of economic activity and in principle can be given a qualitatively uniform 
evaluation, which undoubtedly makes the methodology of selecting the best 
variants easier. 


The limited nature of economic resources and the existence of a uniform 
criterion of efficiency makes optimal planning necessary; its task is to 
select the most efficient variants of investments. 


Free redistribution of resources implies the possibility in principle of 
selecting any of the existing variants of capital investments. This 
proposition is a condition of the feasibility of an optimal plan and the 
possibility of determining a clear, distinct differential norm of efficiency 
for each type of resource. 


Comparison of long-term and short-term variants of capital investments is 


conducted on the basis of identifying the opportunities lost by freezing 
resources, using the same uniform norm of efficiency. 
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The validity in principle of the above propositions is beyond doubt. 
Nonetheless, in certain conditions of economic practice they are not always 
fulfilled unambiguously and straightforwardly; the correcting influence of 
actual economic conditions accounts for this. 


Under socialism economic units are developed on the basis of public ownership, 
which creates the objective unity of their essential interests. Nonetheless, 
in certain cases nonantagonistic contradictions of personal, collective, and 
national economic interests and criteria may arise against the background of 
this internal unity. The task of state planning is to reduce these 
contradictions. 


State planning uses projected, report, and plan indicators and norms for this 
purpose. But even a large number of these indicators does not enable national 
economic interests to be fully observed through the direct regulation of local 
activities since actual production activity is more varied and complex. In 
view of this, the search for such a limited, observable set of indicators -- 
which would allow the main features of the development of economic units to be 
monitored and focus attention on those fields where the divergence of state 
and collective interests is possible -- is completely justified. The 
indicator of full calculated expenditures is chosen as this control indicator 
in the current capital investment efficiency theory. The hypothetical 
Qualitative uniformity of the indicator of expenditures simplifies the 
selection of variants. In order to compare them, it is sufficient to record 
the effect and relate the variants of construction being analyzed to them, and 
"the variants of capital investments being compared should be converted to 
comparable form for all features [10]. Nonetheless, the methodology of 
relating variants has not been developed conclusively. It is theoretically 
unclear how to convert variants to comparable form by accompanying and 
associated effects and to what degree these forms of the effects should be 
taken into account. The reflection of the social consequences of economic 
measures is also very complicated. At the same time, however, it is precisely 
these consequences which become virtually the main ones on the national 
economic level. 


It is a complicated task to insure that the effect is single-valued. In 
practice it is known a priori that "relating plan variants to the total effect 
frequently involves complications which are difficult for planning 
organizations to overcome" [5]. But if neither planning organizations nor 
Clients are completely interested in accurately relating variants, and there 
are numerous examples of this in economic practice, then it is difficult to 
demand it from them on a directive basis: control "from above" cannot always 
be carried out and economic organizations will find opportunities to realize 
their own local interests. 


The same situation occurs in determing the full set of alternatives from which 
the selection of the best variants is made. All possible alternatives cannot 
be identified "from above"; they must be generated and proposed "from below." 
In conditions when enterprises are still not fully interested in conserving 
resources and conceal their reserves, many of the proposed alternatives may 
initially not include the variants that are most efficient from the national 
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economic standpoint. In that case even correctly conducted optimization will 
not make it possible to formulate a really optimal plan. 


The problem of selecting variants of capital investments is closely related to 
political-economic and practical research on the interaction of national 
economic and local interests under the given economic mechanism. Identifying 
the contradictions in interests of various levels of economic activity would 
make it possible to focus centralized control precisely on them and more fully 
realize the objectively existing priority of national economic interests. 


As is well known, the concept of expenditures in the capital investment 
efficiency theory includes not only direct but also differential feedback 
expenditures, which are inseparably linked to the situation of the limited 
volume of production resources. Other conditions being equal, the greater the 
volume of capital resources, the larger the number of variants, including less 
efficient ones, which can be realized and, consequently, the lower the 
significance of the least efficient encompassing variant, which determines the 
size of En [possibly efficiency norm]. The methodologies do not always take 
this obvious fact into account. Many of them establish En for the plan period 
before main indicators and proportions of the plan are known, that is, 
independent of the rate and proportions of economic development. Even those 
methods which propose, though very approximately, to calculate En on the basis 
of plan indicators still acknowledge the stability of the norm by years of the 
plan period, while its other form -- the discount coefficient -- is stable 
even past the plan period, even though it is well known that the volume of 
resources and the technology of their use do not remain unchanged. 


The annual planned volume of capital investments as a rule differs from the 
indicators of the five-year plan for the corresponding year because of changed 
economic conditions and operational adjustments. 


For example, during the 11th Five-Year Plan, the five-year plan assignments 
envisioned an increase of 4.0 percent for state capital investments in 1981. 
The corresponding figures for other years were as follows: a reduction of 
0.7 percent in 1982; again an increase in 1983 and 1984 -- 2.2 percent and 
1.2 percent, respectively; and again a reduction in 1985 -- of 1.4 percent. 
But the annual plan assignments for all years envision an increasein state 
capital investments (in 1981 -- 5.2 percent; in 1982 -- 0.9 percent; in 
1983 -- 4.4 percent; in 1984 -- 5.2 percent; and in 1985 -- 5.5 percent 
[13 9]). 


Of course, the encompassing variant which determines the value of En is not a 
real limit variant realized in the national economy, but rather an 
encompassing plan of investments which is ideal and optimal from the 
standpoint of the goals of the general plan. In this sense the magnitude of 
En must be more "tied" to the five-year plan being developed than to the 
adjusted annual plan or to the actual use of capital investments. Capital 
investments may be distributed in a far from optimal way; but this will only 
mean additional losses which are recorded in an overstatement of the amounts 
of full calculated expenditures but does not change the encompassing variant 
in the optimal plan. At the same time, however, the actual condition of the 
economy can adjust the actual content of a plan goal and, consequently, the 
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entire optimal plan. The methodologies should envision a procedure of 
efficient adjustment of En in case of fundamental changes in economic 
conditions in the plan period. Otherwise, the efficiency norm may be oriented 
to achieving goals which are no longer justified. 


Studying the law of long-term change of the En, especially when the norm is 
also used in long-term planning as the discount coefficient, is no less 
important. In practice in all methodologies the discount norm is taken as 
stable (equal or slightly lower than the En) although this stability is not 
theoretically proven.! In contrast, financial practice throught the world 
begins from a decline in the interest rate for long-term transactions. The 
magnitude of normative efficiency is of the same nature in many respects as 
the interest rate and the profit norm. In political economic research on 
capitalism, Soviet economists observe cyclical fluctuations in the profit norm 
while preserving a general trend toward decline. The American economist 
V. Perlo points out that in the postwar period conditions arose in the United 
States which resulted in a substantial increase in the profit norm [6]. Other 
trends of change in the efficiency of resources are undoubtedly characteristic 
of socialism. Nonetheless, this gives no reason to consider efficiency and 
discount norms stable for a period of any length whatever. 


The length of the period in which comparing expenditures makes sense requires 
substantiation. In Hungary, for example, it is believed that comparing 
variants for 15 or more years is irrational since it is virtually impossible 
to predict production expenditures for a longer period of time [3]. To all 
appearances, the same situation exists in our economy as well. The length of 
the period for relating expenditures should take into account the "life cycles 
of output" and the degree to which economic processes are determinative. 


Great controversy arises over the uniformity of En. When the axioms of the 
current capital investment efficiency theory are observed, the norm of 
marginal efficiency can only be uniform. The uniformity of the norm follows 
from the condition of the free overflow of resources among variants and the 
interchangeability of the unit of effect obtained in the process of realizing 
it. Only in this instance does comparing variants on a mediated basis through 
a uniform, encompassing optimal plan and variant make sense. This condition 
is not always met in the actual economy. The reason for this is the 
nonequivalency of output created in sectors of the national economy in 
conditions of shortage and its insufficient interchangeability. If the 
results in evaluating them are not comparable, not to mention identical, even 
the initial theory itself does not require uniformity of the norm. In this 
sense there is nothing strange in that "the price per ruble of investment can 
a 3 a factor of 2, 3, or even 5, depending on where that ruble will be 
used" [4]. 


Under capitalism the full diversity of output produced is immaterial from the 
standpoint of the basic goal of production -- profits. Output is alike since 
profit is its only measure. From this standpoint, the selection of the sphere 
of application of capital is also of no concern. Orientation to a single 
parameter -- profit -- in conditions of free competition results in the 
formation of a production price which includes the uniform profit norm for all 
advanced capital. Nonetheless, there has not been a uniform profit norm under 
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monopolistic capitalism for a long time. And socialist production, in 
addition, has other principles of intersectorial interaction. 


At the present time, value measures of output and expenditures do not always 
reflect their actual value to socialist society. The system of prices, 
expenditure norms, and wages does not take full account of the importance of 
particular resources, use values, and services. Therefore, even small volumes 
of investments in increasing output and improving production and domestic 
services in various sectors and regions are not always comparable among 
themselves. And the point here is not only the existence of accompanying and 
associated socioeconomiceffects which are difficult to pinpoint, but the 
complete or partial absence of interchangeability of effect as well. Thus, 
when there is a certain shortage of output from the agroindustrial complex, 
which has one of the highest priorities, only a very limited set of variants 
of investments in the agroindustrial complex can be compared with capital 
investments in other sectors. This circumstance is also manifested indirectly 
in the fact that the volume of capital investments directed to the 
agroindustrial complex is set virt ally at the maximum possible level. 


Under the current mechanism for distributing resources and price-formation 
practices, the uniform norm of efficiency of production resources can emerge 
primarily within the framework of national economic complexes oriented to 
satisfying certain aggregated national economic needs This is explained by 
the fact that the types of output of the sectors of the complex are 
interchangeable from the standpoint of the goal of its functioning, while the 
organizational unity of the complex insures freedom of redistributing 
resources internally. The main condition is the internal production unity of 
the complex achieved by developing specialization and cooperation in 
production. As the objective unification of the complex takes place and its 
sectors begin to work toward one goal, conditions are created for uniform 
resource efficiency norms. 


The "alignment" of capital investments with certain sectors and regions and 
their qualitative heterogeneity in different spheres must also be taken into 
account. This leads to a situation where capital investments which have 
material coverage in one sector cannot always be transferred and realized in 
another. In this way, in contemporary conditions resource efficiency norms 
should rather be differentiated. 


However, it must also be noted that considerations of "stimulating technical 
progress and taking into account unequal wage levels (zonal and sectorial), 
the discrepancies in price levels, the long-termed nature of construction 
programs, and regional differences" [8] have no direct relationship to the 
differentiation of efficiency norms. They reflect an external manifestation 
rather than the essence of the processes and, to all appearances, cannot serve 
as a reference point in selecting the correct differentiation. 


The qualitative unity of expenditures and results is theoretically achieved in 
conditions of optimal plan prices and evaluations. Output indicators measured 
at optimal prices are comparable and interchangeable by sectors. In this 
case the methods of the capital investment efficiency theory can be used in 
full. An attempt was made in the draft of the efficiency methodology to use 
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plan-caiculation prices in substantiating large-scale measures. Nonetheless, 
when the "small" economic measures for which the methodology is in fact 
created are being evaluated, these prices are not envisioned, as if in this 
case current prices were equal to the optimal prices. 


The problem of using optimal prices does not amount to calculating then. 
These prices, like any other "live" economic category, must be objective and 
self-regulating and reflect the system of interests which has taken shape in 
conditions of the given economic mechanism. But if prices are formulated on 
the basis of a certain "supermodel," exogenously in regard to the current 
system of production relations, then their stimulatory function cannot at all 
be carried out on the plane where real economic interests operate. Thus, the 
problem of comparing expenditures and results will not be solved. 


Prices which make using the methods of optimal planning possible cannot be 
calculated and authorized only "from above" in a real economy. They must also 
be objectively formulated "from below." The main role of the planning center 
is most likely to create those conditions of the economic mechanism under 
which prices would take shape which reflect the goals of society and the tasks 
of the economy in a given stage of its development. 


Thus, introducing a payment requirement for resources, expanding self- 
financing and credit, and developing planning independence in those areas 
where it is economically and socially justified will enable the methodology of 
evaluating the efficiency of capital investments to be used in those areas on 
a substantiated basis. 


In conditions of the economic mechanism when all the prerequisites for 
formulating production prices are limited, using the capital investment 
efficiency theory cannot be considered completely justified. Its propositions 
sometimes directly contradict the planning practices which have developed. 
Despite all the changes carried out in the system of cost indicators, the 
assignments on output production in physical terms remain most important. 
This fact speaks of the weak interchangeability of output and, consequently, 
of the complexity of not only working out a uniform norm of efficiency but any 
homogeneous system of qualitatively homogeneous differentiated norms as well. 


Moreover, consistently introducing the efficiency methodology means affirming 
the efficiency norm as one of the major plan indicators. At the same time, 
the plan section on capital investments establishes a planned limit of capital 
investments and construction-installation work. It is clear from the 
efficiency theory that the norm and limit of capital investments are 
essentially one and the same feature of investment resources in the plan. 
There is no need to establish the norm when establishing the limit and vice- 
versa. Of course, these two indicators can coexist, but only when they are 
mutually coordinated. Not one of the current methodologies satisfactorily 
reveals a system for correlating them. This means that the economy may obtain 
two different reference points for using one of the major resources. 


To all appearances, improving balance methods of planning all stages of the 


investment cycle and expert evaluation of the variants of capital investments 
is now of greater significance. Research on the conditions for using the 
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methods of optimal planning and the methodology for taking accompanying and 
associated expenditures and results into account must also be developed. Only 
consistent coordination of the theory with the realities of our life can have 
fundamentally positive results in the practical sense. 


FOOTNOTE 


1. Methodological instructions on developing state plans propose calculating 
thecoefficients of calculated expenditures of future years on the basis 
of a uniform norm for a 50-year period. 
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EARLY ECONOMIC DEVELOPMENT OF FAR NORTH DESCRIBED 
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{Article by V.P. Krasovskiy: "The Soviet Economy Above the Artic Circle in the 
War Years") 


[Text] The article is devoted to the experience of industrial 
development of the Far North, which was intensively undertaken in 
the years of the Great Patriotic War. Basic attention is devoted 
to Norilsk, where large capacities to produce nickel, copper, and 
cobalt -- important components for high-strength steel -- were bult 
ina short period of time. The author emphasizes that the unique 
experience obtained in Norilsk in the war years and first postwar 
years is also of enormous significance in our day. 


The problems of the war economy of 1941-1945 long ago attracted the attention 
of Soviet scientists and statesmen, who have turned to the heroic pages of the 
Great Patriotic War more than once. N.A. Voznesenskiy's book "The USSR War 
Economy in the Period of the Patriotic War," which was written back in the 
1940's and gave an impressive analysis of the gigantic transfer of industry to 
the East, is widely known. Later, in the late 1970's A.N. Kosygin undertook 
an attempt to gather and systematize materials on the stages and results of 
moving an enormous number of enterprises to the eastern part of the country, 
on their installation and incorporation in new conditions, and on their 
contribution toward providing the front with military equipment and weapons. 
Unfortunately, the author did not manage to finish this important preparatory 
work. 


The monographic study by G.S. Kravchenko [1] and a number of scientific 
articles in various journals should be mentioned among works by Soviet 
scientists on the USSR economy in the period of the Great Patriotic War. 


The experience of the Soviet economy of the war years is not only of 
outstanding historical significance; it is also very timely in solving many 
contemporary problems of the technical re-equipping of production, insuring 
the mobility of this process, rapidly introducing new technology, 
incorporating complex new equipment, introducing robot technology at 
enterprises, and equipping them with the latest electronic means. It is no 
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secret that these tasks, which are so important today, in many cases are being 
done slowly, without sufficient persistence, energy, and creative initiative 
on the part of certain economic managers and labor collectives. 


And broader study and utilization of the experience of the war economy, which 
gave an example of rapidly securing a high rate of development, persistence, 
and ingenuity, could be very helpful in contemporary practices of organizing 
and planning the economy. 


In the first period of the Great Patriotic War the country's industrial 
capacities were actively moved to the eastern regions of the USSR, mainly to 
the Urals, Kazakhstan, and Western Siberia. It was there that the large 
capacities of the tank industry and artillery equipment, aviation enterprises, 
and new metallurgical and chemical plants appeared. But the northern regions 
of the country, above all Norilsk which is on the Arctic Circle in the far 
north of Krasnoyarsk Kray, also played a large role in this transfer of 
industry. 


It should be borne in mind that at the very start of the war, in the summer of 
1941, German and Finnish troops seized Monchegorsk on the Kola Penisula but 
the equipment of the copper-nickel combine in Monchegorsk was evacuated to 
Taymyr and given to the Norilsk Combine. The engineering-technical employees 
and the combine's workers were evacuated there too. From that moment the 
Norilsk Combine was an important supplier of nickel -- an irreplaceable 
component of high-strength steel used for armor plating. Thus, the combine's 
enterprises became as significant as front facilities. 


A.P. Zavenyagin, former director of the Magnitogorsk Metallurgical Combine and 
before that the deputy people's commissioner of USSR heavy industry, was 
appointed director of the Norilsk Combine back in 1939. The Norilsk Combine 
is indebted to him for the development of experimental plants on the basic 
types of mining raw materials and the establishment of a powerful planning 
organization, closely related to production enterprises and the mines, and 
many research groups and laboratories working on a broad circle of problems -- 
from the use of permafrost to new technologies for cobalt, nickel, platinun, 
and other nonferrous metals. 


The "discovery of Norilsk" belongs to Professor N.N. Urvantsev, honored 
scientist and prominent geologist who did a great deal for the study of the 
earth's interior under Siberia (see [2]). Even though it was founded 
relatively recently, this city is not only well known in our country now but 
abroad. In the space of two decades Norilsk was converted from a small 
village to a large modern city with all the amenities, even a television 
repair shop, a enclosed sports stadium, a swimming pool, a dramatic theater, 
numerous movie theaters and libraries, and the like. 


Such rapid development of the city is due to the fact that important deposits 
of copper-nickel ore and along with them, equally large deposits of high- 
quality hard coal were found in the Norilsk mountains at almost 70 degrees 
North latitude on the boundary between the forests and the vast Taymyr tundra. 
This proximity of rich ores and an energy base is rarely encountered in 
nature. That is the reason that despite difficult natural-climatic 











conditions, a large mining-metallurgical combine grew up here very rapidly, 
and, naturally, a large industrial city arose around it. 


The city's remoteness from the country's industrial centers, communication 
with which is possible only during the navigation season along the Yenisey and 
the Northern Sea Route and by air, required establishment of a large number of 
enterprises needed to build and operate the combine: brick, cement, and 
concrete plants using local raw materials as well as mechanical, foundry, and 
repair workshops, a large heat and electric base, and others. A narrow gauge 
railroad and then a wide gauge railroad were built in order to connect with 
the village of Dudinka on the Yenesey (the combine was 86 kilometers to the 
east of it). Dudinka became an important river and sea port. 


The Birth of Norilsk 


The enormous Taymyr region, which is under ice and snow a large part of the 
year, revealed its mineral wealth reluctantly. The harsh natural world 
frightened with its wild wind and frost and tormented with the darkness of 
polar night. Everything there was strange -- the lack of human life, 
melancholy nature, and such remoteness that people felt they were at the end 
of the earth. 


Builders followed the geologists to the Taymyr back in 1938-1939. Temporary 

worker settlements appeared in the swamps and large bonfires burned. From the 

banks of the Yenisey people waged an offensive into the depths of the tundra. 
Development of the polar expanses went forward with great persistence ona d 
large scale using equipment which was progressive at that time. Dozens of 

ships moved north across the Arctic Ocean and along the Yenisey. They carried 

cement, rails, bricks, foodstuffs, dinnerware, nails, thread, and buttons -- 

everything needed for building and for a person's life in the remote empty 

region. 


As if by magic the small polar settlement of Dudinka became a large port. 
True, there was also a sea route -- along the Arctic Ocean where ships 
travelled across the Kara Sea to the mouth of the Pyasino and thre, on the 
shores of the ocean machines, explosives, steam engines, railroad cars, motor 
vehicles, and tractors were transferred to flat-bottomed boats which then set 
off on a dangerous journey along the tundra rivers to Pyasino Lake. The 
second (after Dudinka) strongpoint for the attack on the tundra was there. 


When the lake froze and snow covered the plains, tractor caravans appeared on 
the snow-covered expanses of Pyasino Lake. This was an unforgettable sight. 
In the polar night, when the sky lit up with the Aurora Borealis, caterpillar 
tractors moved along the snowdrifts into the stinging frost and blizzard, 
crushing the dwarf bushes. The thunder of the motors merged with the roar of 
the storm. The tractor drivers sat in sheepskin coats protecting their faces 
with quilted facemasks, warmed their hands which were stiff with cold at the 
scorching hot exhaust pipes, and handed over the controls to relief workers 
without a pause, then sinking into heavy sleep in little temporary huts. 
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The first detachments of workers were already in Norilsk at that time; planes 
had brought them there. They built barracks and laid the track for the future 
railroad. It was for them that the tractor caravans brought their cargoes of 
sacks of cement, flour, and steam engines. 


The rails were laid from both ends: from the Yenisey starting at Dudinka and 
from Norilsk moving toward Dudinka. The track had to be laid on the 
permafrost, as hard as granite in the winter and becoming mucky and unstable 
in summer. If a tractor could not work in a blizzard, hardy reindeer were 
enlisted to help it. Pilots flew over the route of the polar road and dropped 
food to the workers in parachutes. 


It was already June 1941. The polar sun shone and the tundra was discarding 
its blankets of snow. The mountain rivers churned, the lakes flooded, and 
migratory birds nested in the swamps which extended to the ocean. 


But. .. the explosions of German bombs on the western borders of the USSR 
rolled like a thunderous echo even to the distant Arctic interior. Metal 
production had to be sharply increased. Plants began to be moved to Taymyr. 
Until the freeze-up equipment from the front zone had to be moved by sea. 
German flyers carried out massive strikes on the plants being evacuated. The 
evacuation was accomplished under fire. The Kola metallurgists gathered their 
families and moved by ocean to Taymyr. German planes and submarines followed 
the transports leaving for the northeast and now and again bitter skirmishes 
broke out. The ships' antiaircraft guns fought almost without stopping to 
repulse the planes. 


Nonetheless, polar Dudinka finally began to come into view. The low 
melancholy shores. The tundra, the gloomy reddish mountains. A storm wind 
blew and heavy, leaden waves moved along the Yenisey. The unloading of 
equipment began and it was gradually carried away by rail into the depths of 
the tundra, to the foot of the mountains to the sites of the future plants. 
But a blizzard soon began and million of cubic meters of icy snow weighed down 
the land. The wind drew snowdrifts down from the mountains, covered buildings 
to the roof, knocked over poles, and forced people to walk holding onto a 
rope. But when a "black blizzard" (a hurricane of violent force) suddenly 
came down, every living thing hid from flying rocks, pieces of ice, and frozen 
snow. 


As the writer Ye. Ryabchikov noted in his essays, Norilsk can without 
exaggeration be called the city of winds (see [4]). There are only 30-40 calm 
days in the course of a year in Norilsk. The average annual wind velocity is 
7 meters per second. More than one storm with wind force 12 burst on the 
city. The dark of night did not disappear in the afternoon or the morning and 
had an oppressive effect, while the struggle against the cold and blizzard 
took away much strength. No one rejoiced in the Aurora Borealis, which was 
unable to give warmth and light. 


Chronicle of the Southern Taymyr 


Already in the prewar years of 1938-1939 the first hundreds of tons of crude 
nickel were smelted at the Small Norilsk Metallurgical Plant and construction 
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of the Large Metallurgical Plant (BMZ) began. In the last year before the 
war, the Ugol'nyy Ruchey Mine, a small sintering factory, and an experimental 
concentrating factory were put into operation; in the year that the Great 
Patriotic War began the workers of Norilsk began installing the metal 
construction elements of the BMZ and a central heat and power plant. In 1942 
the first electrolytic nickel was produced. It is worth giving special 
attention to this date. The workers of Norilsk needed only 1.5-2 years to 
obtain the final product, electrolytic nickel -- a very necessary component 
for special types of steel much needed for the front. Such a rapid rate of 
development of major production capacities is very instructive for 
contemporary capital construction where the start-up time for finished 
capacities at times stretches to 5-6 and more years, and this is in much more 
favorable conditions in terms of both material-technical supply and the 
incomparable advantages of peacetime. 


Electrolytic copper had already been obtained and the Large Metallurgical 
Plant had already been started up at full capacity in Norilsk in 1943. 
Norilsk cobalt came in 1944. The Large Sintering Factory begen to operate in 
1945. 


The experience of capital construction accumulated in Norilsk in the war years 
was of great benefit to the postwar development of the city and of all the 
Southern Taymyr. Immediately after the war, in 1946, a coal tar chemical 
plant was started up and a broad-guage railway to the coal miner settlement of 
Kayyerkan was put into operation. The launching of the copper plant's 
smelting shop was the main event of 1949. The erection of the copper 
electrolyzing shop was completed, the cement plant was started up, and the 
plan for the city was approved in 1950. Broad-guage railways to Dudinxa were 
operating and selenium production was incorporated in 1952. Geologists 
achieved a great success in the year of the 25th anniversary of construction 
in Norilsk -- a large deposit of polymetallic ore was discovered in Talnakh 
and a line reading "Expand the Norilsk Combine on the basis of incorporating 
the copper-nickel ores of the Talnakh Deposit" appeared in the Directives of 
the 23rd CPSU Congress. 


The next important event was the discovery of the Messoyakha gas deposit; then 
in 1969 the Talnakh TETs began producing industrial power and the gas line 
from Messoyakha was put into operation. Soon the first power units of the 
Khantay GES were brought on line and the conversion of basic enterprises to 
gas fuel was accomplished. The freight turnover of the Dundinka Port exceeded 
5 million tons. Tu-154 planes appeared on the Moscow-Norilsk air route. The 
Nadezhdinskiy Nickel Plant, where the newest technologies for processing 
polymetallic ores were incorporated, was launched at the start of the 
11th Five-Year Plan period and the first phase of the Talnakh Concentrating 
Factory was introduced at the same time (see [3]). 


The Experience of Industrial Development 
The development of Southern Taymyr, and above all Norilsk itself, provided 
many new, instructive examples and facts which are taken into account in the 


formation of the industrial structure and location of enterprises in Northern 
Siberia. Thus, for example, all large enterprises avoid melkozem [fine earth] 
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soils, in particular silty-sludgy soils, loams, and clay. The caustic 
solutions characteristic of nonferrous metallurgical plants, their heat lines, 
hot slags, and, finally, the red-hot metal casting have a destructive effect 
on the permafrost and deform the soil in the foundations of the plant sites 
and the soil surrounding them for a considerable distance. An instructive 
warning was received in this connection in Norilsk, where deformation of the 
soil under a building of the Small Metallurgical Plant took place and 
threatened its smelting wing. 


Therefore, rocky areas, which as a rule consist of solid diabases and are 
reliable bases for reinforced concrete foundations, were selected in the 
planning documentation for enterprise locations. In connection with this, it 
became characteristic of Norilsk to carry out a great deal of time-consuming 
work on the vertical lay-out of construction sites , spending many months 
removing all strata of unstable sediments from the rock mass. In a number of 
cases, deep trenches which reached the stone base [bedrock] were dug. Only 
small enterprises were allowed to be built on piles in melkozem. All urban 
construction was done on piles with ventilated subfloors which preserve the 
permafrost in the base under the foundations. At the same time, this 
arrangement avoids congested building and makes snow protection easier 
because the clustering of buildings traps the snow and it drifts into 
embankments many meters high. 


Special demands also took shape in regard to the organizational structure of 
the enterprises; this was seen in a certain tendency to combine enterprises. 
While insuring efficient snow protection made it necessary to spread out large 
enterprises, at the actual plant sites this same factor led to a tendency 
toward considerable combining of shops and divisions. Galleries were built 
which sheltered the plant or mine paths from snow and special scaffolds over 
snowdrifts were used. The group of brick and concrete plants was equipped 
with internal passages between shops in order to avoid avalanches of snow on 
the paths. 


The persistent south and southeast winds which blow for almost the entire 
winter required that solid walls be erected on the south side with all exits 
from the buildings and wings located on the north side. 


As for transport routes, it became characteristic to insure that they were 
ventilated and the roads themselves were built primarily on fill. Excavations 
were not encouraged, but when necessary they were made with gently sloping 
banks and in a number of cases the roads were put on trestles. The conditions 
of the long polar night caused a trend toward doing without windows and using 
production areas without being dependent on the direction of natural light. 
Somebays were subdivided into half stories where various auxilliary services 
which do not need faucets to operate were located, as well as domestic service 
areas, storage areas, shop offices, and the like. 


At the same time the polar day, which lasts for a prolonged time, also 
produced its own problems; in particular, it casued extreme brightness from 
the sun's rays passing through glassy surfaces, reflected from polished 
surfaces, and so Of 
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Finally, snow protection becomes a special type of service, a kind of 
industrial shop. It involves high fences, screens, and other structures, 
sometimes of snow itself. A running meter of snow protection structures in 
Norilsk holds back 3,000 cubic meters of snow. In other regions of the 
country, even one-tenth of that amount of snow would be an unusual phenomenon. 


A few words should also be said on the severity of weather conditions. While 
in the more southern latitudes of Siberia, already at a temperature of -20 
degrees Celsius, calm, almost windless weather predominates and strong winds 
are rare, in Norilsk even at -40 degrees Celsius winds are frequent and 
velocities of 10-15 meters per second are not unusual. Weather rated at 
30 points "on the scale of severity" is considered to restrict staying outside 
while at 45 points and more, outside work is not permitted. According to data 
of the Norilsk meteorological station, weather with a severity of 30 points 
accounts for more than half of the time for 6 months of the year, while in 
January and February it accounts for more than three-fourths. An 
uninterrupted period of this weather can last up to 24 days. And weather 
where it is completely impossible to work exceeds 10 percent of all time for 
6 months of the year, while for the 3 months from December to February it is 
25 percent. 


At one time the well-known Arctic researcher Middendorf wrote this on the 
severity of the Arctic cold: "Iron becomes brittle and when struck shatters 
into fragments like glass. Depending on its moisture content, wood becomes 
stronger than iron and withstands an axe so that it may be cut and split only 
when it is dry." With such intense cold mighty trees of the ancient forest 
split open with loud cracks. Cracks not only appear at seams but in the very 
middle of metal. There was a case where a No 46 H-beam was destroyed by a 
Slight blow. Once during February cold, a steel trestle to a mine yard could 
not hold the weight of a truck driving onto it and broke. Imported iron 
girders have been found to be brittle. 


The Nature of Exploratory Research Work 


When the unique Norilsk Metallurgical Combine was being designed and built, it 
was common to generalize previous experience in organizing industry in the Far 
North. 


While constructing and operating underground and open-cut mines in Vaygach, 
Dikson, and Novaya Zemlya revealed only cert:ain features and requirements of 
polar mining technology and our northern cities in Yakutiya, Magadan, and 
other Far North settlements exhibited specific difficulties in constructing 
bases and foundations on permafrost, more comprehensive experience was 
accumulated in Norilsk and similar problems were successfully resolved with 
the help of a permafrost research station. Carrying out a number of 
experiments and tests in this area with different temperature regimes and 
indicators of strength, the station proposed a method of compulsory 
conservation of permafrost and building pile-supported structures instead of 
the traditional foundations. Piles and ventilated subfloors became compulsory 
requirements when erecting buildings for the Norilsk Combine. This 
recommendation was later approved by the USSR Academy of Sciences Institute of 
Permafrost Study. 
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The management of the combine and A.P. Zavenyagin personally supported the 
enterprising method proposed by the permafrost researchers. At the same time, 
valuable recommendations in this field from experimental shops and 
installations as well as research laboratories were widely used. Thus, the 
construction of a small concentrating factory began, as was recommended, 
2-3 years before the construction of the large concentrating capacity. The 
construction of a small smelting shop preceeded the construction of the BMZ 
[Large Metallurgical Plant] and the operation of an experimental installation 
for cobalt preceeded the erection of the large cobalt plant. 


In this way, the technique of progressive development of the research- 
production chain became characteristic of the Norilsk Combine -- first so- 
called "pilot installations" and laboratories, then industrial incorporation 
of output in small plants, and finally, the incorporation of metal production 
at large plants. 


A significant amount of attention was devoted to comprehensive use of 
polymetallic raw materials from Norilsk mines, which contain some precious 
metals, among them platinum. This production direction also had its own 
research and laboratory support. 


Copper, nickel, cobalt, and platinum alloy metallurgy was the basic core of 
the combine's production activity. Not only should the final product be taken 
into account, however, but also all related industries, the diversity of 
associated production facilities of all varieties of rocks, and the 
multifaceted system of by-products (liquid glass and chlorine, Oxyliquits, 
gypsum, heat-insulation brick, moss, oxygen, ceramic clay, and limestone). 


The Development and Testing of New Technologies 


Some technical and technological decisions made in Norilsk were used and 
tested in many sectors of industry. Above all new technologies applicable to 
features of indigenous coal, ores, sandstone, clay, gypsum, limestone, and 
other types of raw materials were developed. In particular, original methods 
of sintering and concentrating ores, methods of obtaining liquid fuel, 
roasting various materials, and innovations in conditions of electrolysis were 
used. One separation smelting was introduced instead of two, the time for 
fusing materials in water jackets was increased, current efficiency was 
changed, a new technology for gypsum production was developed, the technology 
of brick production based on indigenous slate-siltstones which requires 
specific crushing and roasting was changed, and the procedure for melting many 
rocks, above all gabbro-diabases, was changed. 


Further, new technical-technological decisions related to the features of the 
work of industry in conditions of the Far North were formulated and used. 
And, while in the winter work of our European industry only certain additions 
and adjustments to the basic prodyction processes are made, in the Polar 
Region a fundamental reorganization took place of all the work of industry 
applicable to the exceptionally severe winter conditions. Everything said not 
only applies to outdoor jobs in quarries or in transportation and road 
construction but also to the "closed"-plant type sectors. Special departments 
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methods were used to emplace the lower end of the pile, freezing it into the 
permafrost by means of the steam needle. Pile work where frozen ground is 
thawed using a steam needle is done not only in the Soviet North but in Alaska 
as well. But it was in Norilsk that the entire procedure of such jobs 
was studied scientifically for the first time, an optimal regimen for steam- 
aided pile driving was proposed, and the best methods of using the needles and 
their design (by types, diameters, the nature of separating the steam and 
water mains over the site, the sizes of boilers, and others) were studied. 


All-terrain vehicles play a large role in transport support. According to the 
calculations of Professor N.N. Urvantsev, one all-terrain vehicles takes the 
place of 243 reindeer or 442 dogs. The combine's communications with the 
tundra using deer and dogs have long since disappeared into the past. Colum”s 
of heavy-freight all-terrain vehicles were already making continuous trips 
between Norilsk and its survey parties and geological expeditions in the 
1940's. 


Solutions in power engineering, in particular the work of transformers and 
installing grounding, also acquired many unique features in Norilsk. In 
winter conditigns and with permafrost in the soil, grounding in the earth 
cannot be done. In order to obtain impedance of 5 Om, at least 200 pipes 
would have to be driven in; that is, about 4 tons of metal per grounding would 
have to be used. In summer conditions a grounding in the earth is possible 
but it requires twice the amount of metal needed in the central zone of 
Russia. On the other hand, a different picture emerged with lake grounding. 
While lake grounding is among the worst methods in the central zone of the 
USSR, in Norilsk the situation is different. Lake grounding is not 
auxilliary, but primary. 


If the most general description of Norilsk industry is given, it should be 
stated that the main thing in it is the technology of materials rather than of 
design elements. It encompasses crushing and grinding materials, dispensing 
and transporting them to various control points and departments, drying, 
melting, roasting and sintering agglomerate into brittle pieces, concentrating 
and repeat grinding, and the very technology of concentrating, smelting, 
roasting, and grinding. Perhaps the most contradictory feature of this 
materials industry is the fact that on the one hand it is distinguished by tie 
great relative significance of hot processes and the use of high temperatures 
and on the other it must operate in conditions of Arctic cold. In connection 
with this, the old equipment and technology need to be substantially improved 
and new concepts must be sought. By no means can all the machine units and 
devices in use at the present time be classified as among the latest 
equipment. Study of the instructive experience of combine management in the 
war years when research centers on a number of problems were organized on the 
initiative of A.P. Zavenyagin can be an important factor in activating this 
search. Geologists, topographers, hydrologists, surveyors, permafrost 
researchers, power engineers, concentration specialists, metallurgists, coke 
workers, miners, machine builders, and transport workers conducted 
comprehensive research in many laboratories in Norilsk. These were 
laboratories on local building materials and on liquid fuel, a power 
engineering laboratory, a soil laboratory, and laboratories on coal and on 
nickel. Research work on the aerodynamics of snow, on nickel catalysts, on 
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coke, and on bases and foundations was organized. Planning work took ona 
large scale. Equipment could not be simply transferred from other regions of 
the country to the Far North without modification and reworking. Local raw 
materials, different temperatures, different wind loads, and transport 
conditions -- all this demanded bold new concepts and creative work. The 
designers did not just sit in their offices; they visited building sites many 
times and checked to see that the frequently original equipment was installed 
correctly. The installation of complicated equipment could not have been 
accomplished without their on-the-spot consultation. 


There are enterprises whose experience and destiny extend far beyond the 
confines of their own history and raise the curtain above future equipment and 
industry organization and illuminate paths of future technical development 
which are only just emerging. 


Such an enterprise was the Volgograd Tractor Plant, where on the bank of the 
Volga in the sultry and dusty summer of 1930, the first difficulties in 
incorporating continuous mass production equipment which was progressive for 
its time were overcome; our motor vehicle and tractor builders have studied 
these lessons for a long time. Such an enterprise was the Magnitogorsk -- the 
Pioneer of the second metallurgical base in the east where blast furnace and 
open-hearth shops were incorporated in the Ural climate and with the use of 
new ores and cokes. Norilsk can also be included among the pioneer 
enterprises. It was the pioneer of Arctic industry and marked the beginning 
of the industrialization of the North, the solution of many new technical 
problems, and the development of new elements of industrial culture. 


Let us compare certain particular features of the earlier experience of 
incorporating the Far North both in our country and abroad. In Alaska, for 
example, one of the largest deposits of radium was worked at one time near 
Bear Lake; this development, however, did not go beyond building a 
comparatively small insulated mine. It is true that later, in the war years, 
important highway construction began to be carried out there. 


A relatively small amount of experience with extracting coal on Spitzbergen is 
known. In Novaya Zemlya and Dikson the polar researchers spending the 
winter sometimes raised mushrooms and flowers. In Hibiny an agricultural 
experimental station is known that at one time achieved shortened time periods 
for ripening certain plants. But all these examples of technology and 
agronomy were still of an isolated, basic research character and not part of 
the field of creating large industry. 


As for other large polymetallic enterprises of the country which are analogous 
to the Norilsk ones, similar in technology and scale of production, they have 
not encountered the difficulties of the polar climate and the difficulties in 
Supplies and in insuring communications and transport in conditions of 
continuous blizzard and storms which the combine in the Taymyr tundra has 
confronted in earnest. , 


Monchegorsk in Monchetudra was located between three lakes in a beautiful pine 


forest among turbulent rivers near the foot of the Moncha ranges. As 
Academician Fersman noted, "The houses there stood in 4 pine and spruce forest 
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so that upon stepping outside one could immediately gather mushrooms." 
Monchegorsk enterprises were not familiar with blizzards; they joined their 
railways directly to the Leningrad-Murmansk railway trunk line; they were 
insured regular support; and they had the opportunity to continually replenish 
their production staff with qualified personnel. 


Or let us turn, for example, to conditions of Sudbury -- that major center of 
the nickel industry in the province of Ontario (in northwest Canada), where 
small hills rise only 180 meters and consist of continuous deposits of ore 
which contain enormous amounts of pyrrhotine and copper pyrite, including the 
valuable nickel ore. Enterprises which are built there were located between 
two trunk lines joined with local railways. Numerous navigable lakes insured 
an additional link between the mines. It is true that the largest mine of 
this group, the Frud, had temperatures down to -40 degrees, but this did not 
interrupt its work, which was not made more difficult by snowstorms. Canadian 
enterprises do not experience difficulties with supply sources. 


The formation of the Norilsk Combine seemed to summarize earlier, scattered 
experience, Soviet and foreign, in organizing industry in the Far North It 
was precisely in Norilsk that the varied northern features of developing power 
engineering, navigation,’ railway transport, chemical industry, the production 
of refractory materials and silicates, chlorine and cobalt, and nickel and 
platinum alloys, the construction of channels and dams, mechanization of 
underground and open-cut mine work, aviation, and radio technology were 
revealed in substantially complete form for the first time. The experience of 
previous discoveries of polar research workers merges with the experience of 
modern large-scale industry in the the Norilsk experience and a union of 
various sources of technical culture is achieved. 


And we are not talking about an isolated industrial enterprise but an entire 
industrial system. Its ports, moorages, enterprises, and sovkhozes are 
scattered over a radius of 2,000 kilometers. Combined with the development of 
the Tungus Coal Basin, all this creates the prospect of forming a new USSR 
coal-metallurgical base (considering that the reserves of coal in the Tungus 
Basin are more than 440 billion tons). 


It is no accident that the geography of research in our time is in many 
respects exactly this, the geography of polar research. The movement to the 
North is increasingly becoming the road to new oil deposits (let us recall the 
new Yamburskiy deposit on the shore of the Kara Sea, opened in 1983-1984), to 
new mines, to the northern regions of industry, to the ports of the Northern 
Sea Route, and to the ports and forest regions of the Far North. And while 
the 19th century was a century of discoveries in the southern latitudes -- in 
India, Africa, and Asia -- discoveries in the Arctic are becoming paramount in 
the 20th century. 


Norilsk is an interesting milepost in this northern movement of geographers 
and engineers; it is the forge of northern industry and the laboratory of 
Arctic technology which is important to the 45 percent of the territory of our 
country located in the permafrost zones. 


48 





FOOTNOTE 
1. In contemporary conditions, similar problems arose when BAM was under 
construction, in particular in those sections of the route where work was 
conducted in soil with permafrost strata. 
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REGIONAL DEVELOPMENT JPRS-UEA-85-033 
10 September 1985 


POWER SHORTAGES, MISMANAGEMENT PLAGUE URAL INDUSTRY 
Moscow SOVETSKAYA ROSSIYA in Russian 16 Jun 85 p 2 


[Article by N. Talalayev, USSR Gosplan representative for the Urals Economic 
Region: "A Representative of Gosplan"] 


[Text] Sverdlovsk--Two years ago in Sverdlovsk, the apparatus of the USSR 
Gosplan representative for the Urals Economic Region began to take shape. 
Similar organs were being created in Western and Eastern Siberia and the 
Far East. What are the tasks and functions of the new administrative unit? 
Have we managed to find a proper place in the system of the economic 
mechanism? Two years of experience give food for thought and some 
conclusions. 


There is no need to remind anyone of the size and significance of the Urals. 


Today, a great deal in the solution of the tasks of accelerating 
scientific-technical progress depends on the leading industrial regions, 
including the Urals Economic Region. The economic region, which includes 
the Rashkir and Udmurt ASSR's, and Sverdlovsk, Perm, Chelyabinsk, 
Orenburg and Kurgan oblasts, in many ways determines the tempos and 
proportions of development of Russia and even the whole national economy 
of the country. A powerful productive and scientific-technical potential 
with a complicated structure has been created here. The entire spectrum 
of branches of the national economy is found here. The apparatus of the 
representative, which consists of qualified specialists, has established 
communications with the local party, soviet and planning organs and with 
enterprises, organizations and institutes. The goal of our work is clear: 
To further the comprehensive, coordinated raising of effectiveness of 
production and the acceleration of scientific-technical progress. The 
preparation of sound proposals concerning the most important directions 
of economic and social development of the region, is particularly vital 
now, when the draft of the national-economic plan for the 12th Five-Year 
Plan is being prepared in the country. Especially as serious problems 
have been revealed, on whose timely and correct resolution depends the 
switchover of the economy of the Urals to the intensive path of 
development. 
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The past winter once again singled out one of the most acute problems as 
primary and urgent. The question is the power supply of the region, which 
has sharply deteriorated in the last few years; especially in the Udmurt 
ASSR and Perm, Chelyabinsk and Kurgan oblasts. This slows not only the 
intensification of branches of the economy, but simple, normal work also. 
The electric power plants of the Urals Power Association achieved the 
highest coefficient of utilization of established capacity in the industry. 
Meanwhile, the association's maintenance reserve fell to several times 
less than the norm, which, in essence, deprives the association of the 
capability to maneuver. Understandably, this is not being done because 
things are going very well. The frequency in the power system is being 
maintained, as a rule, below the standard level. Limitations on consumers 
are growing constantly. For example, they have ceased to consider cutoffs 
of electricity extraordinary even in the continuously operating and 

costly plants of the non-ferrous and ferrous metallurgical industries 

and the chemical, petrochemical and pulp-and-paper industries. 


The principal cause of such a situation is that the entry into service 

of new power-generation units lags chronically in the Urals and neighboring 
regions. We are referring mainly to the Perm GRES and the Sakmarskiy 
TETs, the startup of which could have already substantially reduced 
shortages this year already. Alas, the results of the work of builders 
and fitters in the first quarter are again disquieting. At the 
construction site of the Perm GRES, the plan is being fulfilled at the 
67-percent level. The productivity of labor at the construction site 

is low, supply of materials is poor and there is a personnel shortage. 

At another unit under construction, the turbogenerator of the Sakmarskiy 
TETs, matters are even worse... The people of the Urals place great hopes 
on the new power-transmission lines running from Kustanay to Chelyabinsk 
and from the Kostromskoy AES to Kirov. These lines would allow them to 
use more power. But a serious lag has been allowed even on these 
construction projects, mainly because of slipshod organization of work. 


In our opinion, the possibility of quickly placing all of the aforementioned 
units into service has still not been lost. We have given the USSR 
Ministry of Power and Electrification calculations and proposals concerning 
the acceleration of construction of these and other electric power plants 
and power-transmission lines. A number of meetings of the board of the 
ministry were conducted and orders and directives were issued...but that 

was the end of it for the time being. 


I didn't dwell so long on this example by accident. The question arises: 
What sort of relations should there be in general between the ministries 
and the apparatus of the USSR Gosplan representative? It seems that 

the correct combination of territorial interests and interests of branches 
of the economy depends on this. For example, we are planning’ to discuss 

in the near future the problems of the Urals power industry in the complex. 
And what then? After all, the Ministry of Power and Electrification 
brushes aside proposals from the field as it is. Unfortunately, it's not 
the only one. 
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Hundreds of enterprises of the machine tools and metalworking industries 
are concentrated in the Urals, but their levels of development are 

far from being identical. The condition of many plants of Minzhivmash 
[Ministry of Machine Building for Animal Husbandry and Fodder Production] 
and Minlegpishchemash [Ministry of Machine Building for Light and Food 
Industry and Household Appliances, and also some enterprises of 
Minsel'khozmash [Ministry of Tractor and Agricultural Machine Building], 
Mintyazhmash [Ministry of Heavy and Transport Machine Building] and 
Minstroydormash [Ministry of Construction, Road, and Municipal Machine 
Building], has to be recognized as unsatisfactory. The equipment, for 
example, long ago became obsolete, but there is nowhere to install new 
equipment: buildings are decrepit and neglected. The technical level of 
the output produced in the Urals by Minstankoprom [Ministry of the 
Machine Tool and Tool Building Industry] is not high. We sent proposals 
to this ministry concerning the development of its plants. And we found 
out from the answer of First Deputy Minister N. A. Panichev that little 
will change here even in the 12th Five-Year Plan. As usual, the staff 

of the branch pleads a shortage of means, although the ministry purely 
and simply is not organizing capital investment. Even less convincing 

is the first deputy minister's complaint of...absence in the Urals of 
highly qualified engineers, technicians and workers. N. A. Panichev 

has just let it be known that the ministry does not intend to solve the 
problems of its Urals plants in the future either--in any case, not before 
the year 2000. 


It seems that the sound proposals of the territorial interdepartmental 
planning organ made to the leaders of this branch and other branches, 
mean nothing at all. Two years experience shows that even our relations 
with the national planning committee itself are hardly more fruitful. 

It would seem that there, particularly, they should take into consideration 
the opinion of their representatives on the spot. But that's not so. The 
proposals prepared by us sink without a trace in the departments of 
Gosplan. Why does it happen this way? The trouble, it seems, is that 
the territorial planning organs have been deliberately allotted only 

the right to a deliberative vote. We develop recommendations and only 
recommendations. Is that really enough for consistent observance of 
national and regional interests? I will permit myself an analogy. The 
Institute of Economics of the Urals Scientific Center of the USSR Academy 
of Sciences is in Sverdlovsk. Its scientists, while analyzing the 
condition of branches of the national economy in the region, also make 
recommendations for improvement of the economy of the region, which our 
staff utilizes also. But what happens? The scientists reccmmend, we 
recommend, but the ministrics and departments igrore both of us! What, 
in such a case, distinguishes a territorial planning organ--I emphasize: 
planning!--from a purely scientific organization? Of course, in essence, 
nothing. 


Meanwhile, today, when the question of creating organs of administration 


of large national-economic complexes has arisen on the agenda, it is time 
to raise the role of local representatives of Gosplan. A lot depends on 
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them in the search for reserves of achievement of hish effectiveness 
lying at the junctions of branches. 


It appears that it is time to give the right to make decisions to the 
representatives of USSR Gosplan in the economic regions; decisions 

which they would be obligated to take into consideration locally, in 

the organizations of autonomous republics and oblasts, and in the center, 
in the ministries and departments. I want to be correctly understood: 
it is not a matter of ambition. Life compelled the creation of regional 
planning organs and it dictates the necessity to not only expose and 
discuss problems, but to act also. By the way, there were already 
territorial Gosplan representatives during the war and the years 
immediately after it. And even with the limited opportunities of those 
days, they had the right to decide. 


It may be that we should start with granting the right to maneuver material 
and financial resources to a certain degree. Thus they would succeed 

on the spot in solving part of the problems, while unburdening the 

central organs at the same time...It may be that it would make sense to 
outline a range, however small, of questions which enter into our scope 
{of responsibility]. It appears that among them will certainly be found 
the working out of territorial balances of production and distribution 

of the most important types of products. This, in particular, would 

allow investigation of irrational shipments, including those carried along 
the railroads of the Urals, where the tonnage on individual broad sectors 
exceeds the industry average by several times. The strain will not be 
reduced in the 12th and subsequent five-year plans, since the resources 

of Siberfa and the Far East are being drawn into the national economy 

more and more actively. The transporation problem in the Urals is no less 
complicated than the energy problem. This means that there can be no 
delay...Questions of complex utilization of deposits of natural resources 
and industrial wastes await resolution as well. These problems are 
simultaneously regional and interdepartmental. This means that the 
influence of the territorial planning organ is doubly necessary. 


It is necessary to involve scientists, engineers and other specialists 
more broadly in preliminary planning activities. Certainly it is only 
this way that it is possible to realize the Leninist idea of turning 
Gosplan into a scientific-economic organ which concentrates high-caliber 
scientists and leading specialists. There are hundreds of prospecting, 
scientific and design organizations in the Urals. The only problem is 
that the USSR Gosplan representative does not have the capability to 
finance evena few, very important studies of major problems. 


There are, apparently, other ways to raise the effectiveness of the 
activity of regional planning organs and to raise their competence and 
responsibility. All this in the final analysis will be recouped by 
drawing in additional reserves of still greater economic output. 
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GENERAL JPRS-UEA-85-033 
10 September 1985 


STATISTICAL CONFERENCE ON RESOURCES, ENVIRONMENT HELD IN 1984 
Moscow VESTNIK STATISTIKI in Russisen No 2, Feb 85 pp 78-79 


[Article by G. Romanova, Moscow: "All-Union Conference on Natural Resource 
and Environmental Statistics"] 


[Text] At the end of 1984 a conference on natural resources and environmental 
statistics was held at USSR TsSU Central Statistical Administration. Chiefs 
of the appropriate departments of TsSU of the union republics and representa- 
tives of Gosplan, the Ministry of Land Reclamation and Water Resources, the 
State Commission for Hydrometeorology and Environmental Control, the Ministry 
of Geology and also scientific organizations: the Institute of Large-Scale 
Transport Problems attached to Gosplan, Moscow State University and the 
Scientific Research Institute of the Central Statistical Administration took 
part in the conference. 


The deputy chief of TsSU V. Guryev opened the conference. He talked about the 
probl.ems that confront natural resource and environmental statistics in the 
light of the December (1983) and subsequent CPSU Central Committee plenums. 


The chief of the Department of TsSU Natural Resource and Environmental 
Statistics A. Krakovskiy gave one of the main reports, "On Current and Future 
Problems of State Statistical Agencies in improving Natural Resource and 
Environmental Calculations, Reporting and Analytical Work." He summarized 
the republics’ statistical agencic=" work for the two years since the last 
conference and also discussed obstacles to improving report data reliability 
and the effectiveness and analytical nature of the information produced. 


The speaker noted that in recent years the level of economic work on natural 
resource and environmental statistics had risen locally. He stressed the need 
for an integrated approach to the consideration of ecological problems. 


In many TsSU's of the union republics (LiSSR, MSSR, UzSSR, etc.) materials 
have been prepared that contain analysis of cost indices. Efforts in this 
direction demand more improvement; it is especially important to analyze the 
economic efficiency of measures to protect nature and the expenditures on them. 


The speaker also said that it was necessary to study environmental and natural 
resource factors in a comprehensive manner. 
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A. Krakovskiy reported that in the last two years, departments of natural 
resource and environmental statistics of the union republics’ TsSU's have 
organized nine planning checks on the reliability of report data, the state 
of calculations and reporting and the observance of established procedures 
for reporting on geological survey work, forest and game operations and 
environmental protection. Union republic TsSU's have initiated their own 
checks. RSFSR, UkSSR, BSSR, KaSSR, LaSSR and MSSR TsSU's have dealt most 
successfully with this work. Cases of report data distortion, unsatisfactory 
ptimary calculations and much illegal reporting came to light. 


Reports on issues concerning the improvement of natural resource and 
environmental statistics, the work of local statistical agencies and their 
cooperation with agencies of Minvodkhoz [Ministry of Land Reclamation and 
Water Resources] and Goskomgidromet [State Commission for Hydrometerology and 
Environmental Control], the improvement of economic analysis, the improvement 
of the quality of statistical reports on environmental protection and efficient 
use of natural resources, the preparation of statistical materials on the 
economics of geological survey work, and so forth were presented at the 
conference. 


Representatives of local statistical agencies who spoke gave much attention 
to the quality of economics statistics work. The chief of the Department of 
Natural Resources and Environmental Statistics of the AzSSR TsSU A. Mamedova 
shed light on practices in economic analysis. 


A leading economist of the Department of Natural Resources and Environmental 
Statistics of the USSR TsSU A. Dumnov raised questions about the improvement 
of statistical analysis on the use and protection of water resources. 


The chief of the Department of Natural Resources and Environmental Statistics 
of the BSSR TsSU M. Deyko noted that his department had prepared statistical 
reports on all areas under study: geological survey work, forest and water 
operations and environmental protection. 


The report of V. Rodin, a group manager in the Department of Preparation and 
Production of Statistical Materials on Natural Resources and the Environment 
of FVIs [Main Computer Center] of the USSR TsSU was devoted to questions of 
improving statistical analysis in air quality control. He examined primary 
trends in data analysis of air pollution. He also stressed the need to 
establish the interrelationship between the degree to which harmful elements 
are trapped and the volume of these elements expelled into the atmosphere 
after the purification process and also to spell out in analytical reports a 
series of questions dealing with the neutralizing of highly dangerous 
elements. 


Participants at the conference gave much attention to questions concerning 
the reliability of report data and conditions of recording and reporting at 
enterprises and in organizations. The chief of the Department of Natural 
Resource and Environmental Statistics of the KiSSR TsSU Ye. Mints devoted his 
talk to issues relating to improvement in the organization of inspections. 
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The chief of the Department of Natural Resource and Environmental Statistics 
of the UzSSR TsSU Ye. Khudoteplova told about the organization and conduct of 
reliability inspections of report data from geological survey work. 


A large part in improving information on the effectiveness of the use of nature 
and environmental protection is assigned to improving the coopers-ion of 
statistical agencies and local agencies which control departments. The chiefs 
of the departments of natural resource and environmental statistics of the 
TaSSR TsSU G. Kulishkina and of the MSSR TsSU T. Sobor acquainted conference 
participants with the history of this cooperation. 


Conference participants listened to the report of the chief of the Department 
of Environmental Protection of Gosplan V. Anikeyev on improving environmental 
protection planning and the effective use of natural resources with great 
interest. He characterized favorably the experience of cooperation of the 
planning and statistical agencies and the monitoring organizations and also 
called for further development of their joint work. Ensuring the balanced 
nature of the state plan is an important goal of local inspections as is also 
raising the reliability of report data. Planning of measures for environmental 
protection and the effective use of natural resources must be done on the 

basis of statistical data. 


S. Pugach, a staff member of VSEGINGEO [All-Union Scientific Research 
Institute for Hydro-Geology and Engineering Geology], presented a report on 
doing an inventory of spontaneously flowing artesian wells and storage 
filtering facilities for waste water and its residue. F. Semelyakin, a 
representative of the Ministry of Geology, reported on improving reports on 
geological survey work. 


0. Stavrov, a staff member of Gosplan's Institute of Complex Transport 
Problems, introduced methodology to calculate motor vehicle exhaust based on 
vehicle distance logged, standards for unit exhaust for a one kilometer run 
and correction factors that define the age and mechanical condition of the 
vehicle fleet. 


Chief engineer of Glavvodresurs [Chief Administration of Water Resources] 

of the Ministry of Land Reclamation and Water Resources Yu. Kilinskiy and the 
chief of Glavvodkhrana [Chief Administration of Water Protection] of the same 
ministry V. Kostin told the conference about the cooperation between the USSR 
TsSU and the Ministry of Land Reclamation and Water Resources concerning the 
improvement of water use reporting and its reliability. Acting chief of the 
Department of Administration for the Rating and Supervision of Exhaust 
Emissions in the Environment of the State Commission for Hydrometeorology and 
Environmental Control A. Belogortsev and acting deputy chief of the State 
Commission for Atmospheric Control attached to the State Commission for 
Hydrometeorology and Environmental Control L. Popov told about the cooperation 
between the State Commission for Hydrometeorology and Environmental Control 
and state statistical agencies concerning the improvement of statistical 
reporting on air pollution control and report data reliability. 
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L. Antonovskaya, chief of the Department of Preparation and Production of 
Statistical Material on Natural Resources and the Environment of the GVTs 
[State Computer Center] of the USSR TsSU devoted her presentation to the need 
to raise the quality of summary reports on natural resources and environmental 
protection. 


Chief of the Department of Preparation and Production of Statistical Material 
on Natural Resources and the Environment of the RVTs [Republic Computer Center] 
of the ArSSR TsSU R. Aramyan reported on mechanical production of reporting 

on air pollution control. 


The conference showed that the level of statistical, methodological and 
economic operations has risen substantially. Local state statistical agencies 
together with planning and supervisory organizations have made a noticeable 
contribution to the cause of environmental protection and the efficient use 

of natural resources in the country. 
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